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THE TRAVELERS INSURANCE COMPANY 
Sixty-eighth Annual Statement 








ASSETS 
United States Government Bonds $70,932,415.00 


Other Public Bonds 


Railroad Bonds and Stocks 


92,702,718.00 
79,758,966.00 


Public Utility Bonds and Stocks. 76,544,360.00 


Other Bonds and Stocks . 
First Mortgage Loans. 


Real Estate 


Loans on Company’s policies ‘ 


Cashonhandandin Banks . 


Interest accrued 


Premiums due and deferred 


All Other Assets 


Tora.. 


- 48.154,903.00 
- 115,921,897.85 
. 21,675,811.62 
- 106,171,003.04 
12,103,472.32 
8,972,347.28 
28, 331,806.50 
251,306.36 


$661 521,006.97 








RESERVES AND ALL OTHER LIABILITIES 
Life Insurance Reserves . .$537,068,053.57 
Accident and Health Insurance 

Reserves . gh 9,283 ,694.15 
Workmen’s Compensation and 


Liability Insurance Reserves 49,656,736.70 








Reserves for Taxes 3,512,128.55 

Other Reserves and Liabilities 2,619,046.98 

*Security Depreciation Reserve. 7,726,633.00 

SpecialReserve . . . . 9,340,996.50 
Capital. $20,000,000.00 
Surplus. 22,313,717.52 

42,313,717.52 

Tora. $661,521,006.97 








THE TRAVELERS INDEMNITY COMPANY 
Twenty-sixth Annual Statement 








AssETS 
United StatesGovernment Bonds $1,715,282.00 


Other Public Bonds 


Railroad Bonds and Stocks 
Other Bonds and Stocks . 


First Mortgage Loans. 


Cash on hand and in Banks 
Premiums in Course of Collection 


Interest accrued 


All Other Assets 


ToTAL. 


2,165,135.00 
3,119,595.00 
9,909,337.00 
312,500.00 
1,730,823.36 
2,017,157.56 
100,567.54 
54.00 


$21,070,451.46 








RESERVES AND ALL OTHER LIABILITIES 


Unearned Premium and Claim 
Reserves . 


$9,649, 196.70 








Reserves for Taxes 298,394.71 

Other Reserves and Liabilities 517,390.61 

*Security Depreciation Reserve. 661,853.00 

SpecialReserve . . . . .  2,275,698.40 
Capital . .$3,000,000.00 
Surplus. . 4,667,918.04 

7,667,918.04 

Tora. $21,070,451.46 








THE TRAVELERS FIRE INSURANCE COMPANY 
Eighth Annual Statement 








ASSETS 


United StatesGovernment Bonds $2,090,324.00 


Other Public Bonds 


Railroad Bonds and Stocks 
Other Bonds and Stocks . 


First Mortgage Loans. 


Cash on hand and in Banks ; 


Premiums in Course of Collection 


Interest accrued 


All Other Assets 


Tora. 


1,246,570.00 
2,755,528.00 
6,456,539.00 
250,000.00 
1,756,259.49 
1,205,015.14 
129,835.06 
20,433.89 


$15,910,504.58 








RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 








Reserves . . $10,078,455.09 
Reserves for Taxes 256,770.09 
Other Reserves and Liabilities 45,483.13 
*Security Depreciation Reserve . 519,756.00 
SpecialReserve . . . . _1,181,435.05 
Capital . . $2,000,000.00 
Surplus. . 1,828,605.22 

3,828,605.22 
TorTa.. $15,910,504.58 














*Basis of valuation of securities isthe National Convention of Insurance Commissioners valuations adjusted by security depreciation reserves. 
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There Are Tremendous 
Forces At Work Today— 


Fewer Bank failures, yet new “lows” in commodity prices. The return 
of hoarded cash overshadowed by inflationary legislation. Relaxation in 
the Cost of Business Credit discounted by continued recession in Business 
Activity. Decided upturn in the bond market, yet many unfavorable 


corporate statements.... b 
t 


Slowly, the “backing” and “filling” process continues, causing further 
uncertainty as to the actual condition of business and the market. There 
appears to be an undercurrent of activity struggling for favorable recog- 
nition—a condition of vital. significance to every investor. 











In any great period of readjustment there are many things to do besides 
waiting. The successful survivors are those who adjust their circumstances 
and activities to the changing order of events. You, as an investor, are no 
exception—and it is in this readjustment process that we can help you. 


The Type of Investment Counsel 
You Need—NOW 


The INVESTMENT MANAGEMENT SERVICE provides you with contin- 
uous personal supervision of your investment funds, based upon a thorough analysis 





















of your present portfolio and an intimate knowledge of your individual financial 
requirements. If you-will send us the coupon below, together with a list of your 
present security holdings, we shall be glad to advise you of the application of this per- 
sonal service plan to your needs. 





















THERE ARE MANY THINGS TO DO BESIDES WAITING . . . MAIL THIS COUPON—TODAY 








Investment Management Service 
42 Broadway New York, N. Y. 4 


Gentlemen: 


Fr 

THE INVESTMENT | 
MANAGEMENT Service | xfer erase | 
‘ 
I 
j 


minimum cost for service on my account. This places me under no 
obligation. q 
A Division of 


The Magazine of Wall Street 


FORTY-TWO BROADWAY NEW YORK, N. Y. 


CNT ee Oe Te Ce eee ee ree eee j 
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My present investment capital, in addition to securities j 
listed, is approximately $ 
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You can Buy 


Good 
Securities 


In SMALL or LARGE LOTS on 


PARTIAL 
PAYMENTS 


Ask for Booklet M.W.2, which 
explains our plan and terms 


ODD LOT 
OUTRIGHT PURCHASE or 
CONSERVATIVE 
MARGIN 
ORDERS SOLICITED 


James Ml. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 





To the President of a 

Dividend-Paying Corporation:— 
Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your 
dividend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influen- 
tial investors. 

Place The Magazine of Wall Street on 
the list of publications carrying your 
next notice! 
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V 
A New York Hotel 
of Rave Chacm + ise 


Located just a few 
steps from Fifth Ave. 
Exquisitely furnished 
eee for transient and 
permanent residence. 
The Madison restau~ 
rant has justly earned 
an international repu- 
tation for its food 


and courteous service. 


At our readjusted 


tarift 


Economy Becomes 
Smart Socially 


RATES 
Single from oveve $5 
Double from $7 
Suites from ache $12 


1° ° ° 
Circulating ice water 


in every bathroom 


The 
MAD1S0N 


at Madison Ave., New York 
BERTRAM W EAL, Managing Director 
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WONT 


clip the coupon 


(...if you are over 35!) 


Since the announcement of our new policy, the Provident Providor, over a 
year ago, we have had many thousands of requests for information about this 
comprehensive retirement plan. : 

We do not want anyone to be disappointed. The Provident Providor is not 
offered to men over 55 or to women. We have other policies or annuity con- 
tracts more suitable to their needs. Nor is the Providor available to men in 
poor health or hazardous occupations. It is distinctly a selective contract, and 
those who obtain it get the full advantage of this selection. Here’s what the 
Provident Providor guarantees to pay: 


IT WILL PAY 


$100 A MONTH commencing at age 65 and continuing as long as 
you live. A cash sum may be taken instead if you prefer. 


$10,000 IN CASH to your family in case you should die before 
reaching age 65. An income for life may be substituted if desired. 


$20,000 IN CASH, or double the face amount of the policy, to your 
family in case death results from accidental cause before age 65. — 


A MONTHLY INCOME — Under certain conditions a guaranteed 
monthly income is payable in case of prolonged total disability. 
Furthermore, no premium deposits will be required during the 
course of such disability, and you will continue to receive the regu- 
lar annual dividends under the policy. 


FOR MARRIED MEN 


The Provident Providor will take care of you and your wife if you 
live; it will take care of your wife if you do not live. An especially 
attractive feature of the Providor is that you may select a somewhat 
reduced income at age 65 with the guarantee that the Company will 
pay an income to your wife and yourself as long as either shall live. 


TOD AY let us send you our booklet describing this increasingly 
popular contract. Just clip the coupon—if you are under 55! 


Provident ‘Mutual 


Life Insurance Company of Philadelphia Penna. 
Founded 1865 ' 


di Ail this 


PROVIDENT MUTUAL LIFE INSURANCE CO. ’ 
Philadelphia, Pennsylvania Coupon 


Please’ send full information and quote premium rates wm i 
at’my;age for the Provident Providor, with the under- N oO 
standing that it places me under no obligation. 


T was born 








My name ts 
Home eddvess 

Sweet Gly wee es 
SVSTEOSUETCSTETTETIBTERTSTSTSSC ERE ee eee seer 


637 








State 














THIS OFFER GOOD FOR TEN DAYS ONLY ec © e@ ¢ 
Free With Yearly Magazine Subscriptions 








. « « To Invest Successfully in 1932 
You Must Act On Facts . .. 


To give you immediately the status of the various industries and 
the situation of each individual company as well as an analysis of 
the economic and business outlook,— 


THE MAGAZINE OF WALL STREET 


Offers lis Tenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


Facts, Graphs and Statistics that A most complete and helpful Manual prepared in a unique style, 
will help you make your 1932 that saves you time and yet gives you complete information 
Business and Investment Plans. on every important industry and security 


Yearly Magazine Subscribers Can Get This Volume FREE 


e hits 1932 Manual just off the press, gives you a complete statistical record for 
the past three years of all the leading companies in every important industry 


Factual in addition to high, low and last prices for 1931. 
The clarity and simplicity with which we present all data and interpretive 
and comment will give you a clear and accurate picture,—not only. of the position of 
the individual corporation,—but of the industry of which it is a component part. 
Interpretive This material will enable you to map out your investment course during 1932. It 
will tell you which securities to discard and which to hold,—and enable you to 
= build a sound investment foundation, 


The financial position of all leading companies showing the ratio of assets to liabilities, the net working capital, etc.; 
will be included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 


MARKETS . . . DOMESTIC TRADE AND BUSINESS... 
Analysis of the Stock Market for 1931 with 1932 Out- Analysis of the Business Situation from the standpoint 
look. By the Industrial and Security Experts of The of recent iat and prospective trend. 
Magazine of Wall Street. nly a 
Comparison of earnings of all leading companies for several 
tion Trend. 


years past. 
New Stock Listings. ‘ — and Government Financing in 1931 and prospect 
Stock Market Prices 1931. New Saminthitee, 
Over-the-Counter Prices. Important Issues in new Foreign Financing. 


Curb Market Prices. SECURITIES eee 


BONDS... 3 Years Earning Record—Present Financial Position 


Illustrated with Charts and Tables. 

Bond Market Prices for 1931. Railroads Accessories Steel Shipping 
Analysis of Bond Market for 1931. Public Utilities Chemicals Coal’ Tobacco 

Bond Financing. Food and Packing Leather Oil Radio and 
Unlisted Bond Chain Stores Machinery Tires Communication 
nlist mes. Mail Order Textiles Paper 

Curb Bonds. - Automobiles Mining Sugar 


One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving leading 
companies’ earnings, financial position, etc., over a period of years. Practically every company of importance whether listed 
or unlisted is included. The data gives the investor a complete record of the growth or decline of practically every leading 
corporation, which will enable him to determine ‘the real trend of the company’s affairs. 

The Manual of The Magazine of Wall Street will give the latest obtainable official, semi-official, or other authoritative data 
> more ed ree! complete year’s operations in all industries, and th? principal corporations. It is broader and more comprehensive 
than ever before. 


This valuable volume will be sent FREE, providing you send in your subscription 
to The Magazine of Wall Street for one year, using Special Coupon below. 


Mail This Coupon Today 
The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
42 Broadway, New York, N. Y. 
! enclose $7.5). Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including future 
privileges of your Personal Service Department. It is understood I am to also receive free: 
The Magazine of Wall Street Manual, just off the press 
Name ... .. Address + : sees 
; cription will be extended from present date of expiration. 
Postage $1.00 Extra. , 
sa Fer $1.50 additional you will also receive our monthly Adjustable Stock Ratings. M3-19-32 
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It’s Time for the Banks to 


fidence has swept over this coun- 

try. Gone is that hysteria of 
fnancial terror which, at its height, 
apparently envisaged an utter, and 
more or less immediate, destruction of 
all values. There is a return of reason 
which, however slow the course of 
business recovery, should smooth the 
road for the rest of the journey and 
help us to endure with greater forti- 
tude such remaining economic adjust- 
ments as are necessary. 

Bank failures have virtually come to 
an end in recent weeks. Gradually 
hoarded currency is creeping out of 
hiding. In the latest figures available 
the decline in currency circulation was 
$39,000,000, a greater than seasonal 
movement. Among banks generally 
the long-continued deflation. of loans 
has been checked, although not yet re- 
versed. The downward trend in de- 
posits likewise has been retarded. - The 
Federal Reserve System, by buying 
Government bonds, has launched a 
more aggressive policy of credit expan- 
sion, without departing unduly Ren 


AY inspiring growth of public con- 


Loosen Up 


conservatism. This is already finding 
reflection in a modest increase of mem- 
ber bank reserve balances. 

All of these developments indicate 
that the slow process of recovery has 
started in the all-important credit base. 
What now must be done is to permit 
it to spread, neither too rapidly nor 
too slowly, over a broader economic 
scope, until, finally, its effects be- 
come visible in business activity and 
profits. 

Such recovery, of course, is not yet 
apparent in the records, but it is per- 
haps too early to expect it. Moreover, 
we hear of repeated instances in which 
small business concerns already are 
finding improvement. They are first to 
feel it because of the elasticity and 
mobility of operation which their small 
size permits. Thus, it is possible that 
the groundwork of recovery has been 
laid before we can put our fingers 
upon it in the basic industrial records. 
As the late Senator Dwight Morrow 
once remarked, “Recovery probably 
will begin ninety days before its pres- 
ence is recognized.” 


The speed with which revival gets 
under way, however, will depend over- 
whelmingly upon the credit policy of 
the individual banks. At a certain 
bank a business man of good standing 
recently tried to borrow $2,000 with 
which to meet his payroll. He ex- 
hibited bills receivable well in excess 
of this sum. The loan was refused: 
The business man may or may not 
avoid bankruptcy. Another bank in 
up-state New York recently refused a 
$5,000 loan to a manufacturer of re- 
pute who had enjoyed a credit line 
with it of this much or more for over 
twenty years. The manufacturer may 
or may not stay in business. His em- , 
ployees, accordingly, may or may not 
retain their purchasing power. 

A reasonable degree of banking cau- 
tion and conservatism is wholly proper, 
but the time for excessive caution— 
the caution of unreasoning fear—is 
past. Whatever speculative psychology 
may be some months hence, there is 
greater danger now that the banks will 
loosen up too slowly, rather than too 
fast. 





cman eta 


In the Next Issue 


How Ford Has Altered the Automobile Outlook 


What Can Business Expect from the Second Greatest Consuming Industry ? 


By Joun D. C. WELDON 


English Tariff Offers False Lure to American Industry 


By THroporE M. KNAPPEN 


New Taxes and Corporate Earnings 


By Tuomas C. Truitr 


How Permanent Is the Recovery in Bonds? 


By Francis C. FULLERTON 
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HOW A LARGE PACKER 
MANAGES DISTRIBUTION 


Long Distance, supplemented by Bell 
System private wires, aids Swift & Com- 
pany in the distribution of its products. 


FreEsH meat is perishable, and must be sold promptly. 
Therefore, of the great meat-packing 
organizations must keep their fingers on the pulse of 
markets throughout the country, so as to meet the dis- 


executives 


tribution problems peculiar to their business. 

Swift & Company does this largely by means of 
Long Distance telephone service and private wires. 
District sales offices also are linked to the Chicago 
headquarters by a Bell System private telegraph net- 
work, over which is sent last minute information. 

Operations in the Pittsburgh district are typical. 
In this district, there are 21 wholesale branch houses. 
Each day, as market prices are received in the district 
office over the private wire network, they are given by 
Long Distance telephone to the branches. Communi- 
cation is maintained by telephone throughout the day, 
between the district office and the branches, between 


JUST CALL THE BELL & 
( 


the branches and their salesmen in the field. This 
fast and efficient communication service is an impor- 
tant part of a definite sales plan which enables 
Swift & Company to serve its customers quickly and 
economically. 

Other businesses also find the Long Distance tele- 
phone of great value in solving their particular produc- 
tion and distribution problems. Best results are gen- 
erally obtained by following a definite plan. The Bell 
System, to help its subscribers build business and cut 
costs, has developed the Telephone Plan of Market 
Coverage. Features of this plan can be custom-fitted 
to the special needs of your company. 





LONG DISTANCE COSTS ARE LOW 


Typical station-to-station day rates: Pittsburgh to Wash- 

ington, $1; Toledo to St. Louis, $1.75; New Orleans to 

Indianapolis, $2.75; Boston to Kansas City, $4.50. Eve 
ning and night rates are still lower. 
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Swallowing the Wheat Problem—An End of Party Truce— 
The Apostle of Good-Will—The Pound on the Rebound 
—Destroy the Hen or Use the Eggs—The Market Prospect 


E do not expect the 
welkin to ring with 
applause from the 

millers for Congress’ decision to give 40 million bushels 
of the Farm Board’s wheat to needy humans and 
starving cattle. Forty million bushels of wheat is a 
lot. But it is not too much to give for the relief of 
human suffering. All of us paid for the amassing of 
that wheat, but it is the biggest white elephant Uncle 
Sam ever collected in his long and successful ex- 
perience in that line. It eats its head off in storage, 
it depresses prices, and abandons the world markets to 
competing nations. The hoarded wheat hasn’t even 
taught some people an elementary lesson in economics, 
for the export debenture and stabilization fee quacke- 
ries are back in Congress. 

Being a costly nuisance, it seems like cold indiffer- 
ence for the Government to keep it when every public 
and private resource of charity is being strained to pro: 
vide suffering people with food. It’s a dole, to be sure, 
to give away wheat, just as much as to give money. 
But that is one way to get rid—on the principle of like 
curing like—of the most outrageous dole this Govern- 
ment ever undertook, when it set out to spend hun- 


SWALLOWING THE 
WHEAT PROBELM 


dreds of millions of dollars in the folly of pegging the 
price of wheat and cotton by keeping buyers from buy- 
ing them. 

We hope the needy and the kine will make quick 
work of it and still have appetite enough to demand 
and consume the other hundred million bushels. The 
faster they clean up that wheat the better. We wish 
some of our other problems could be devoured with as 
little cost and as much benefit. 


=, 


AVING forgotten their en- 
mities as partisans to act to- 


gether as Americans long 
enough to enact a series of important relief measures, 
members of Congress will now relapse to the normal 
level of petty partisanship. The electorate will be com- 
pelled once again to listen to a flow of home-consump- 
tion remarks, and to accept legislation prompted by the 
dictates of politics. Nevertheless, it is good to have had 
a brief era of statesmanship, however great the reaction 
into partisanship. It is reassuring to our faith in 
democracy that in supreme crises the Government at 


AN END TO 
PARTY TRUCE 


Theodore M. Knappen 
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Washington, Congress and executive, can be American 
first and partisan last. Parties are a necessary evil of 
republican institutions but they should have credit for 
their moments of goodness. Business, always so critical 
of politics, should acclaim the politicians for their mo- 
mentary greatness and voice its appreciation of the 
lofty spirit in which Congress has done its work, so 
constructive in purpose whether it attain its ends or 
not. 


— 
THE APOSTLE ATE was merciful to Aris- 
OF GOOD WILL tide Briand. Death cut him 
off when the structure of 


international amity and co-operation he had reared so 
indefatigably was falling around him.. The League 
of Nations is in eclipse. Instead of a unified Europe 
we have more discord than at any time in sixty years 
except the period of actual hostilities of the World 
War; and that peaceful co-partnership of France and 
Germany for which he strove has become nothing but 
a deceptive mirage. In France there is none to take 
his place, for he above all could reconcile the national- 
istic aspirations with the common good of European 
humanity. Indeed, there is no successor in all Europe. 
Even had he lived on in vigor his day and cause were 
over. Nothing that he could have done could have 
made headway against the short-sighted, destroying 
nationalism that now possesses the world. But his 
passing will serve to remind the nations in these trying 
times that if they had followed his leadership their suf- 
ferings would have been less and that fundamental re- 
covery lies in the adoption of his principles if not of 
his particular policies. If the nations do not hang to- 
gether they will hang separately. 


—, 


HE speculators have 
T all turned bulls on 

the pound Sterling. 
They are betting on the come-back of England. It is 
a sort of vote of confidence that better days are ahead 
for the world. 

Whatever may be the fate of London as the future 
financial center of the world, it is undeniable that it is 
deeply lodged in the economic consciousness of the 
world as “the power house of the line.” Never was 
there a greater blow at confidence in financial stability 
the world over than when the British government sus- 
pended gold payments by the Bank of England. The 
anticipation of repayments due on account of the vast 
credits extended by the central and other banks of the 
United States and France to save the pound that was 
lost after all is as encouraging as the gold desertion was 
discouraging. Credit is inseparable from confidence; 
confidence creates credit, and credit makes confidence. 
London may not be the capital of credit any longer 
but it is the world metropolis of financial confidence. 
Confidence in London will tend to activate credit 
everywhere. 

Nothing has occurred as yet in British commerce or 
industry to indicate a trade revival. It is simply that 


THE POUND 
ON THE REBOUND 








a wonderful thing has happened in finance. Suddenly, 
into the midst of a tide of national defaults, gold sus- 
pensions, moratoria, deferments of obligations and a 
black cloud of menace of repudiation, London pays a 
great debt. And thereby lifts a load of apprehension 
the world around. 


=~ 


HE necessity of econo- 

my in governmental 
expenditures will 
doubtless have a salutary influence in checking the mo- 
mentum af the expansion of various bureaus of the 
Federal Government. It is notorious that no organism 
has greater vitality, capacity to survive and potentiality 
of growth than a government bureau. The problem 
of what President Hoover calls “documentation” tempts 
every bureau to extravagance in the matter of publish- 
ing its researches. The trouble with the sweeping on- 
slaughts now being made on the quantity and variety 
of government publications is that they tend to destroy 
use as well as abuse. Manifestly there is little reason 
for governmental ascertainment of facts unless they are 
published. To destroy the outlet is to nullify the 
source. If it is desirable to abolish the Bureau of 
Foreign and Domestic Commerce and certain research 
bureaus of the Department of Agriculture, the logical 
course is to proceed directly, not to maintain them and 
prohibit dissemination of the information they were 
created to obtain. 

Little attention has been paid to the fact that most 
of the government publications of a narrow range of 
interest are sold for a fair price and that virtually the 
entire issues of some publications have been sold at a 
handsome profit. Many industries, recognizing the 
practical worth to them of certain publications are glad 
to purchase large numbers of publications and dis- 
tribute them at their own expense. Not only that but 
in many cases they meet all or most of the expense 
of the basic research. The Government is the only 
agency which can efficiently conduct certain kinds of 
economic and scientific research of a highly practical 
nature. If the results are not disseminated in perma- 
nent form the practical consequences will be monopoli- 
zation of the data by concerns that are in a position 
to maintain close contact with the bureaus. Doubtless 
the vast Government printing establishment and the 
postal frank tempt to the wholesale abuse of documen- 
tation, but simply because there may be too many eggs 
and lack of prudent utilization of them is no reason for 
abolishing them if the hens that lay them are worth 
maintaining. 


DESTROY THE HEN 
OR USE THE EGGS 


— 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospective 
trend of the market on page 644. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. Monday, March 14, 1932. 
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Taking the Pulse of Business 


Financial Improvement Notable, But 
Trade and Industry Fail to Score Progress 








C.G. WycKorF BAROMETER of BUSINESS TRENDS 


COPYRIGHT =THE MAGAZINE OF WALL STREET 


NEW ORDERS 
(% OF PREVIOUS YEA! 
BLISLSRS 


w 
ty 





fo 
JFMAMJJASOND FMAMJJA 
1928 1929 19 


JIFIMIAIMISIITATSIOUN ID] S TFIMIAIMIJIJIATSIO INID] JIFIMIA 
0 1 1932 @ LAST POINT 


wu OD 
ANZ “3d 


yn woe 


ro) 


Ss 

° 
(Niwa SnotAawd 40 %) 
ALIAILIV ssaNnisng 


e $ 


~ 
° 


JIATSIOINID 








iT POH! 
SUBJECT TO REVISION 


19 














HOUGH no evidence of industrial recovery is 
registered by changes in the Barometer since our 
last issue, there are unmistakable indications that 

financial conditions the world over are growing more 
favorable. Indicative of financial improvement abroad 
is the continued strength in foreign government bonds, 
the notable strength in sterling exchange and further 
reduction in the discount rates of central banks. Of 
course, world trade continues to be severely hampered 
by the isolationist economy of nearly every country 
and nation to whom foreign commerce is important 
are undoubtedly delayed in business recovery by 
the numerous barriers in the form of tariffs and em- 
bargoes which have been erected, but it is encouraging 
to witness an increasing trend toward financial better- 
ment at any rate. 

At home, there is also conclusive evidence of con- 
siderable improvement in financial conditions. This 
is to be seen in the sharply diminishing number of bank 
suspensions, relaxation in the Cost of Business Credit, 
persistent strength in bond prices, and an incipient re- 
turn flow of gold and hoarded cash. Of perhaps even 
greater significance are the recent purchases of bills 
and Government securities by the Federal Reserve 
banks; for, while the major portion of funds derived 


from all three of the foregoing sources is at present 
being employed by member banks to pay off indebted- 
ness at the Reserve bank, a small amount is retained 
as a basis for building up deposits and, if the Federal 
Reserve continues its new policy of pumping credit 
into our banking system, it should be a matter of only 
a few months before the stimulant will begin to put 
new life into production and trade. 

Then again, sight should not be lost of the possibility 
that the early stages of recovery might be financed— 
as after the depression of 1921—by drawing upon the 
existing accumulation of stagnant corporate and private 
cash resources, without waiting for the commercial 
banks to loosen up on credit. At the moment it need 
occasion no concern that the latest point just entered 
upon our New Orders graph discloses no improvement 
in the rate at which new business has been coming in, 
and that the Business Activity curve still continues to 
drift downward. Indeed the fact that the Common 
Stock Index has for weeks been moving listlessly within 
narrow limits, in the face of declining industrial pro- 
duction, would seem to lend support to the growing 
belief that the worst phases of the depression must be 
nearly over and recovery of the expected and neces- 
sarily slow character about to start. 
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q Sentiment is more hopeful, financial conditions are improving, 
both at home and abroad, but the current market awaits tan- 


gible evidence of industrial acceleration and more favorable 
corporate profit prospects before seeking permanently higher 


levels. 


Does First- 


uarter Business 


Warrant Market Advance? 


By A. T. MILier 


INANCIAL sentiment and credit conditions, as the 
K public has been almost too emphatically assured by 

the press, are improving throughout the country. 
That is fine. It probably can be accepted with reasonable 
confidence as a signal that we are approaching economic 
recovery, but, unfortunately, it leaves us in the dark as 
to just how much time will be required for the rest of the 
journey. Meanwhile, the stock market apparently is be- 
ginning to grow weary of a diet which consists so largely 
of intangibles and is keenly feeling the lack of the more 
nourishing food that can only be supplied by an actual 
advance in business activity and corporate profits. 

No quarrel need be had with the relatively moderate 
advance of the market above the “triple bottoms” of the 
last three months. Although it is to a large extent the 
handiwork of bull pools and of powerful individual traders, 
these forces have merely followed the speculative line of 
least resistance, as charted by the drying up of important 
liquidation. Such a movement is amply justified by the 
substantial improvement that has been brought about in 
credit confidence. 


Unconvincing Strength 


Nevertheless, the records show that for the last month 
the market has done little more than churn around in a 
relatively narrow trading range and that, despite a super- 
ficial appearance of strength at most times, there has been 
no significant extension of the advance in average price 
level. We have a speculative stalemate, the breaking of 
which no doubt will depend upon fresh external develop- 
ments out of which some clue to the future may be had. 

As to the precise character of the news, good or bad, 
which will change the early trend, no time need be wasted 
in futile conjecture. It appears obvious, however, that 
what is needed is not further artificial expedients of any 
kind. It is obvious also that the single question of greatest 
market interest is: How soon will our improving credit 
position reflect itself in tangible industrial revival? Will 
at least a modest beginning of business recovery become 
visible this spring or will hope have to be deferred until 
next autumn? 

It need hardly be said that without such an improve- 
ment, no sustained advance in stock prices will be justified, 
for, even if we could now be certain of an autumn revival, 
it would seem somewhat early for the market to discount 
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it to any important degree. Meanwhile, if we face a 
period of months of continued business apathy, it would 
be hazardous to assume that the market can not undergo 
some degree of reaction, even though it might prove highly 
irregular and selective. 


Public Participation? 


In relation to the immediate trend, it is of unusual inter- 
est to note that the brokers’ loan total for the week ended 
March 9 advanced 57 million dollars—the first significant 
gain in ten months. The meaning of this change is by no 
means clear. In some quarters it no doubt will be accepted 
as bullish, since it shows a slight revival of public partici 
pation in marginal speculation. In previous weeks, how- 
ever, when the market was going up or standing still, the 
consistent decline in brokers’ loans was generally hailed as 
constructive, indicating the transfer of stocks from weak to 
strong hands. 

This reasoning can not be applied both ways. It can 
hardly be considered an immediately constructive develop: 
ment that in a week in which there was virtually no average 
advance of the price level, loans increased by $57,000,000. 
On the contrary, such a gain can hardly fail to provoke a 
suspicion that it reflected distribution either by larger in- 
terests upon the shoulders of the score or more of pools 
which have been at work in the market, or by the pools 
upon the public. 

In either case, we can not ignore the possibility that it 
may suggest the “topping out” of the abortive spring rally. 
There will come a time, of course, when rising brokers’ 
loans will be genuinely bullish. At that time business will 
be definitely and visibly on the road to recovery. Until 
it is, it would appear dangerous to assume that the partici- 
pating public is better informed than those from whom 
it is buying. 

Moreover, it must be conceded that the prospect of any 
such business change this spring as will stir the stock mar’ 
ket into justified bullish activity is none too bright. We 
can not talk indefinitely of a coming spring revival when 
we have already entered the spring season. We are now 
at the time when tangible gains should become evident, if 
they are to appear. When and to what extent the market 
may express disappointment in their absence remains to 
be seen. 

It may be that a start toward recovery has actually 
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been made, particularly in the small, elastic enterprises, 
but the practical point is that it is nowhere evident in the 
basic business indices to which the stock market pays most 
attention. 

Operations of the steel industry have picked up from 
26 per cent to 27 per cent of capacity, but the gain, as 
need hardly be emphasized, is a meaningless trifle, far 
smaller than should normally be experienced at this time. 
The recent unfilled tonnage statement of the United States 
Steel Corp. shows the smallest total of reserve orders 
in twenty-five years, suggesting that, unless the company’s 
announced policy is to be reversed, the dividend on its 
common stock will be omitted at the April meeting of 
directors. In the absence of any significant gain in steel 
orders or steel prices, it becomes increasingly probable that 
the steel industry’s losses for the first half of the year will 
set a new peak for the depression. 

Construction, one of the major consuming industries 
vital to general revival, continues stagnant, retarded by the 
general shrinkage in purchasing power, by the yet un- 
liquidated burden of excessive real estate indebtedness and 
by the difficulties of new mortgage financing. Unless the 
present trend of building operations is reversed, it would 
not be surprising to find total 1932 construction at the 
lowest ebb in fifteen years. 

The automobile industry still clings to the hope that 
the pending introduction of the new Ford models will 
magically lift it out of its disappointing lethargy. That 
introduction of these cars will release some latent demand 
is certain, but that it will significantly brighten the general 
picture becomes increasingly doubtful. The press has 
obligingly entertained the public with Mr. Ford’s predic- 
tion that he will sell 1,500,000 cars this year. Well- 
informed observers will be surprised if 1932 sales of the 
entire industry materially surpass this sanguine prediction. 

A figure any- 





be sufficient to meet the issue rested upon the theory that 
traffic volume would fall no lower. Actually, it is run- 
ning some 20 per cent under the level of 1931 and the 
comparative percentage of decline in railroad earnings is 
still greater. The February reports, which will be the first 
to reflect the wage cut, unquestionably will show an im- 
provement over January, but it remains to be seen whether 
the gain will sufficiently offset declining traffic to give 
assurance of anything like a general coverage of fixed 
charges this year. 

That such a doubt is clearly realized is reflected by the 
action of the railroad stocks for the last month. This 
group, which has faithfully charted the underlying market 
trend throughout the depression, has failed to “confirm” 
recent advances in industrials, utilities and specialties and 
is several points under the highest price level of January. 

Commodity prices show no important change in recent 
weeks and possibly begin to justify the tentative hope that 
increasing stability is at hand. Nevertheless, the correc 
tion of maladjustments existing between different com- 
modity groups remains distressingly slow and the general 
gap between raw materials and finished goods remains wide. 


Financial Improvement 


As against these factors, we have further definite prog- 
ress in the purely financial field. The restoration of world 
confidence in British credit is one of the striking psycho- 
logical phenomena of the age. It is largely the result of 
Britain’s prompt action in repaying the vast sums borrowed 
here and in France last year in the unsuccessful effort to 
cling to the gold standard. It was made possible largely 
by the automatic corrections which normally follow cur- 
rency depreciation. The capital which rushed out of Lon- 
don in fear last autumn is now rushing back in greed. 

Yet the Brit- 





where under 
2,000,000 cars 
would mean a 
difficult scramble 
for profits by 
most companies 
and a disappoint- 
ing demand by 
the industry for 
materials and 
supplies. 

Similarly, the 
index of electric 
power production 
has recorded a 
new low for the 
depression and 
there is as yet 
not a convincing 
sign of any in- 
crease in railroad 
car loadings. The 
latter factor is : 
interesting not — 
only as a business 
index but because 
the failure of freight traffic to increase would inevitably 
intensify the financial problem represented by impaired 
railroad credit. 

The pooling of higher freight rates, the granting of 
loans by the Reconstruction Corporation and the 10 per 
cent reduction in the wages of rail labor have all improved 
the situation of the carriers. But the scope of this relief 
's not unlimited. The previously held view that it would 
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The Boston Stock Exchange 


ish trade  posi- 
tion, as the Feb- 
ruary figures 
show, is not im- 
proved as yet 
and expectation 
of any early sta- 
bilization of the 
pound sterling is 
premature. The 
German trade 
position is criti- 
cal and, together 
with the complex 
puzzle of repara- 
tions, which will 
force itself upon 
world attention 
again next June, 
remains one of 
the outstanding 
obstacles to inter- 
national revival. 

Here at home 
the bond market 
has advanced to 
a new high for the year, although the ultimate effect of 
heavy governmental financing remains highly uncertain, 
since no one knows what its magnitude will be in the 
apparently long interval that is to pass before Congress 
completes the adjustment necessary to balance Federal 
revenues with expenditures. 

There is an almost complete cessation of bank failures 

(Please turn to page 690) 
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Charles Benedict on 





Speculation 


HAT a nation of extremists we are! Three years 
W ago we were in the midst of a wild speculative 

orgy in securities, commodities and real estate 
which persisted unrestrained until it fell victim to its own 
excesses. Today great numbers of the participants in that 
boom are condemning speculation and demanding legisla- 
tive action to throttle it. 

The change in attitude arises, of course, from losses in- 
curred by drastically declining 
values in practically all mediums 
in which money is employed. 
The attack centers, however, on 
security speculation. Greater 
losses have been taken in real es- 
tate and other forms of invest- 
ment and speculation, but there 
is no. obvious legislative remedy. 
On the other hand, the free and 
open character of the stock 
market affords a convenient 
target for criticism and a popu- 
lar channel in which to demand 
reform; hence we find the cur- 
rent hue and cry for the abo- 
lition of short selling which is 
commonly, though erroneously 
held responsible for the decline 
in security prices. 

Apparently giving little weight 
to lower corporate earning 
power, which must after all form 
the basis of security values, too 
many people ascribe low price 
fevels to short sales. Their 
views ‘are typified by the man of 
our “acquaintance who holds 
several hundred shares of Anaconda. Bitterly he com- 
plained of the huge shrinkage in the value of his stock 
“caused by short selling.” The “bears” had constantly 
pushed it down, he contended, basing his view on the 
fact that according to Stock Exchange figures the short 
interest fluctuated between 130,000 and 197,000 shares 
last summer. Yet the higher of these figures represents 
only 2.2% of the total stock outstanding. But this is not 
the most important fact that he overlooked, for apparently 
he did not consider that copper metal had for many months 
been drifting down to record low prices; that stocks of 
this indestructible commodity stood at the highest figures 
ever known; that world consumption was down; that while 
Anaconda is the biggest factor in the industry it had 
nevertheless suffered from these circumstances; that its 
earnings had fallen from over $8 a share to $2 in 1930, 
and to judge by conditions and the passage of its divi- 
dend it probably earned nothing in 1931. Did the short- 
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sellers push Anaconda down or was it the selling of those 
individuals and institutions who, cognizant of conditions 
current and in prospect, no longer cared to hold it? 

The late Ivar Kreuger maintained that organized short 

selling had depressed the shares of his companies. But 
again it might be asked whether the decline resulted from 
this cause or as a consequence of the widespread fear for 
the safety of the large loans which he made in various 
European countries. 
o In recent months there have 
Othe . been numerous cases of com- 
TTT ' panies apparently in a favorable 
position which suddenly and un- 
accountably began to lose ground. 
Subsequently an unexpectedly 
poor earnings statement or other 
unfavorable news appeared. Yet 
invariably short selling has been 
blamed. Sometimes with justice, 
it is true, for greed has unques- 
tionably inspired excesses and 
abuses; but in the main it is to be 
doubted whether extreme low 
prices were not established either 
by a darkening industrial and 
financial picture or by unreason- 
ing fear. 

As a result of the general mis: 
understanding of the effects of 
short selling and resentment over 
various abuses of the practice its 
favorable influence was com’ 
pletely obscured. The fact that 
short sales perform a very real 
and valid function in tempering 
sky rocketing prices and modify 
ing the speed and depth of decline, has been too frequently 
forgotten. The contention of the president of the New York 
Stock Exchange, that the stabilizing influence of short sell: 
ing and its potentialities for initiating price recovery has, 
on more than one occasion in past months, prevented the 
closing of the Exchange, is not without real foundation. 
Indeed, it would seem that the most desirable qualities of 
legitimate short selling have been made the basis for attack 
upon it. fae: 

Admittedly, it frequently checks exuberant upswings 10 
the market and thereby has incurred the displeasure of 
the Administration at Washington. The rallies which 
have followed the various plans announced by President 
Hoover which have marked the months since last June 
have no doubt been prevented from achieving their great- 
est heights by short selling. The President has construed 
such curtailment of upward price movements as Deaf 
raids” wilfully designed and carried out as attacks on his 
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policies. It is doubtful whether such contentions can be 
proved conclusively. But regardless of motive, the effect 
on the market is not -to be regretted in any instance. For 
with no tangible basis of business improvement to justify 
the expectation of higher corporate earning power and 
sustained higher values, was it not a salutary thing that 
these upswings could be prevented from going to ex- 
tremes that would have made subsequent smashes inevit- 
able and of unparalleled severity? 

The short sales of those who realized that prices were 
getting out of line with prospects not only effectively 
curbed excesses but later profit-taking cushioned the de- 
cine that followed as enthusiasm gave way to appraisal 
of stark realities. 

kven the maligned short selling “against the box” con- 
tributed to the same end. This practice of selling securities 
actually possessed but delivering borrowed stock rather than 
one’s own, gained considerable favor among large stock 
holders as the only means left them to offset heavy losses. 
Consider for example the individual possessed of several 
thousand shares of a company. His confidence in the ulti- 
mate future of the corporation makes him reluctant to forego 
his stake in it, yet, immediate prospects indicate declining 
profits and certainly lower prices for its stock. He cannot, 
like the small investor, arbitrarily sell out and repurchase 
at lower levels. His shares thrown on the market would 
smash prices irreparably. On the other hand if he sells 


gradually in a declining market he establishes large losses ‘ 


and sacrifices his investment. But if he sells short, consider- 
ing the shares in his safe deposit box as potential deliveries 
if needed, he can profit by the down-trend, reduce the loss 
on his investment and still retain his position by covering 
(or buying in) at a lower price. But most important for 
the general good, his ultimate covering provides buying 
power in the market which would not be there if he had 
not resorted to short selling but had actually sold out his 
holdings. In other words, his short selling produces real 
buying. 

The foes of short selling do not give sufficient weight to 
the simple truth that every short sale necessarily involves a 
purchase sooner or later; that while short selling is a market 
depressant it carries within itself a potent stimulant. 
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Speculation Is a Factor in All Human Achievement 


The political powers themselves must admit that it was 
short covering immediately following the various favorable 
announcements from Washington that, in the absence of 
other demand, initiated the recoveries from some of the 
most severe periods of market weakness. 

These things are obscured by the public demand and 
political expediency for fixing on short selling as a goat 
to be persecuted for the declining level of security prices 
and the delayed recovery of business. It is to be hoped 
that they wiil come to light in the course of investigation 
of all stock market excesses ordered by the bill now before 
Congress. Legitimate practice, either long or short, has 
nothing to fear from this investigation if it is conducted 
soundly and without vindictiveness. The spotlight of pub- 
licity, may prove painful to some operators, unless it is 
shaded by political considerations, but the effect of purging 
market practice of some of its abuses is altogether desirable. 

It is practically certain, however, that no legislation will 
result. Investigations of short selling have been conducted 
toward the close of other great depressions but it is signifi- 
cant that no important or enduring legislation has ever 
resulted. Congressional investigators themselves know the 
futility of attempting abolition of short sales in either se- 
curities or commodities. The practice has been too often 
and to well tested in the courts—even in the Supreme 
Court of the United States—and found legal. It was 
legislated out of existence in Germany in 1896 and of 
necessity restored not long afterwards. Moreover there is 
the growing feeling among informed Senators and Rep- 
resentatives that too much legislation surrounding our ex- 
changes may have disastrous results. Legally curtailing 
the grain operations of the Chicago Board of Trade has 
only tended to drive grain trading over the border to 
Winnipeg and legislative bedeviling might conceivably 
drive the principal security market of the country to a 
more hospitable clime,—possibly Montreal. 

Finally and perhaps most important 
is the inescapable truth that short sell- 

(Please turn to page 697) 






































647 










German Default Hangs in 


the Balance 


Struggle for Trade Approaches Crisis in World Markets 
Hampered by Tariffs, Quotas, Embargoes and Other 
Barriers—Repudiation Unlikely but Further Postpone- 
ment of Payment on Private Debts to U. S. Probable 


By Joun D. C. Wetpon 


N a world groping toward economic recovery Germany 
I is today, as she was last summer, the most critical sore 
spot. Superficially, the situation has changed. The 
surface aspects of panic are less sensational, but the sub- 
surface struggle for national existence goes on against in- 
creasingly difficult odds and, indeed, currently threatens 
to become desperate unless there is a relatively early 
improvement in world trade. 
This is not to say that Germany is sliding into either 
a hopeless or a permanent economic collapse. Such a pros- 
pect is remote. But it does imply that the German situa- 
tion may get worse before it is better and that there is a 
real danger that 1932 will see at least a temporary German 
default on private, external obligations, of which the major 
portion is held by American banks and American investors. 
It can not be stated too emphatically that Germany has 
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no desire or intention to default. The maintenance of her 
private credit is of supreme importance to her, since it is 
essential to her future economic welfare. Its destruction 
or even temporary impairment would do far more harm 
to her than to any other country. No nation has ever 
submitted more heroically to the hardships that are neces 
sitated in her current effort to meet the situation—hard- 
— of increased taxes, reduced wages, reduced prices and 

uced rents that definitely encroach upon minimum 
standards of living for the mass of Germans. Whatever 
happens to reparations, which Germany does not regard 
as a moral obligation, she has constantly reiterated her 
firm resolve to meet private debts. 

It is one thing to make a promise, however, and another 
to carry it out in the face of economic obstacles which loom 
ever larger. The only practical approach to German 
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probabilities is the approach of reality. The debtor's word 
isnot enough. It is the security behind it that is important. 
As with an individual, the question is: How much money 
has he in the bank, and what is his current earning power? 

The first part of this question can be dismissed. The 

flight of capital from Germany since last June has tremen- 
‘dously reduced the gold and foreign currency holdings of 
the Reichsbank. The amount of private German capital 
that has taken refuge abroad, notably in Switzerland and 
Holland, is conjectural. It may be $1,500,000,000 to 
$2,500,000,000. Its return home unquestionably would 
ease the immediate financial stringency, but it is also un- 
questionable that it will not return until substantial eco- 
nomic improvement in Germany has otherwise originated. 
Much of it may not return until there is a final solution 
of the reparations problem. In any event, Germany’s liquid 
reserves at present are insufficient to provide for the trans- 
fers necessary in meeting foreign obligations. 

These can only be met out of current earnings and so 
far as such transfers are concerned the ability to pay is 
wholly dependent upon Germany’s export trade balance. 
This fact has become increasingly evident ever since the 
drying up of the stream of foreign loans to which Germany 
found such ready access in the years between 1924 and 
1929. After the complete mark depreciation, it was bor- 
rowed foreign money, particularly American money, that 
made possible a remarkably rapid expansion of German 
facilities for production. It was the same borrowed money 
which, directly or indirectly, made possible Germany’s pay- 
ment of reparations. And it was excessive borrowing, 
especially of short-term funds, that erected an inherently 
precarious financial structure, subject to destruction by the 
ig development which lowered the confidence of foreign 
lenders. 


During 1931 Germany bent 
every effort to attain a position 
where she could stand upon 
her own feet. Emergency gov- 
ernmental decrees followed each other in rapid succession, 
the general program being to make Germany a cheap 
country, able to compete with advantage in the world mar- 
kets. Production costs were cut to the bone, at the expense 
of domestic living standards. Imports were drastically 
reduced. The result was a record-breaking favorable trade 
balance of $706,146,000. This amount was not identical 
with the inflow of foreign currency, for payment for some 
of the goods exported 


Favorable Trade 
Balance Necessary 


and also to cover to a moderate extent withdrawals of 
short-term credits. It was nowhere near enough to liqui- 
date all short-term credits that foreigners wished to with- 
draw, from the partial withdrawal of which Reichsbank 
reserves were so seriously depleted. 

Even with an effective standstill agreement on short- 
term credits and with a moratorium on reparations, the 
amount which Germany must have for debt service and 
amortization this year is estimated at $360,000,000. Un- 
less this total can be garnered out of foreign trade, the 
alternative necessarily will be some form of moratorium, 
either partial or complete, on foreign debt payments. It 
would probably take the form of a suspension of transfers. 
Payments would be made in marks, deposited in Germany, 
and the foreign owners of those marks would be encour- 
aged in every way possible to invest them in German 
securities or properties. Such deferrment of debt service 
would be temporary and probably would involve no ulti- 
mate loss to American investors. 


Before considering the 1932 trade 
prospect, which is the heart and soul 
of the immediate problem, it is worth 
conjecturing what a German default 
of this kind would mean. Obviously, it could not be con- 
sidered favorable by any stretch of the imagination. On 
the other hand, it should not mean a domestic German 
collapse, for that would be brought about only by a further 
vital depletion of Reichsbank reserves, prevention of which 
would be the chief purpose of a moratorium on private 
debts. Indeed, such a moratorium would be a temporary 
protective measure, pending ultimate economic improvement. 

The world has been treated to the sensational spectacle 
of seeing Great Britain suspend the gold standard and, 
despite the initial shock, it has seen the normal processes 
of correction work out with at least moderate benefit to 
that nation within a period of a few months. After such 
an experience, it is very much to be doubted that it will 
take undue alarm over any probable deepening of the 
present crisis in Germany. 

We have become more or less hardened to the threat 
in various countries of default on international debt pay- 
ments. We rather expect the worst in such. matters, 
and then find, when it occurs, that the effects are not as 
catastrophic as we had thought. Germany could demand 
the further indulgence of her creditors without ruin either 


to herself or the world. 
Whether she will 
have to do so prob- 


Default Is 
Not Collapse 








in 1931 was deferred. 
Thus, payment for 
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ably will be answered 
within the next two 





$200,000,000 of goods 
sold to Russia was to 
be made in instal- 
ments from 1932 to 
1934. On the other 
hand, some payments 
were available from 
goods sold in earlier 
years. On the whole, 
the foreign currency 
available to Germany 
in 1931 may be esti- 
mated at $586,000,- 
000. This sum was 
ample to meet the 
Service, including 
sinking fund, on pri- 
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or three months. The 
nub of the problem is 
that Germany's net 
trade balance has de- 
clined at an alarm- 
ing rate since last 
October, for which 
month it was at the 
highest level ever 
known, and that it is 
at this writing con- 
tinuing to shrink at a 
speed which threatens 
complete  disappear- 
ance by June unless 
there is a prompt 
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economics and a general lowering of trade barriers. 

The German net trade balance for October was 396,- 
- 000,000 reichsmarks. It declined to 267,000,000 in 

November, to 247,000,000 in December, and the latter 
low figure was cut more than in half in a disastrous 
January trade which showed a balance of only 102,000,000 
reichsmarks, or less than $25,000,000. The average 
monthly balance in 1931 was in excess of $50,000,000 and 
it was largely on this basis that estimates of Germany's 
ability to pay off private and political debts were made. 
The January trade figures, projected through the year, 
would fall short of meeting the debt service even on pri- 
vate external obligations. 

Yet this implies an immediate strain greater than actually 
exists, for in addition to the meager current trade revenues 
Germany has balances coming in or due in payment for 
goods exported last year. Such payments, however, can 
not long off-set the growing deficiency in present trade. 

The official trade figures for the month of February are 
not yet available. On the basis of unofficial reports, they 
are expected to be no better than those of January and 
probably worse. In well-informed financial quarters of 
London the prediction has been freely made that at the 
present rate the German balance will disappear by June, 
if not earlier. 

The level reached by German export trade in January 
was the lowest of many years. Exports were at the level 
of the monthly average of 1926 and imports were at the 
level of 1898. As compared with December the export 
surplus declined 46 per cent and the decline from October 
was more than 70 per cent. 

The down trend can be accounted for only in part by 
the general deepening of depression in world trade. That 
obstacle was present throughout 1931 and yet failed to 
halt Germany in achieving a record trade surplus by 
October. Since then, however, more and more countries, 
following the lead of England, have suspended the gold 
standard and have depreciated their currencies. The in- 
evitable effect upon Germany, as upon any country on a 
stable currency, is to cut deeply into foreign trade. 

Sales to depreciated-currency countries tend naturally 
to shrink and such countries also are able, by means of 
lowered domestic costs, to compete to greater advantage 
in the markets formerly dominated by Germany. Competi- 
tion with Germany by British exporters recently has be- 
come especially keen. 


Nor is this the end of the story. In addition to the 


difficulties imposed by currency problems, trade barriers of 
all kinds throughout the world have been pushed ever 
higher and this isolationist movement has gathered particu- 
lar momentum in recent months. With France, Germany 
has been forced to conclude thirty-two agreements under 
which various exports are subjected to severe quota re- 
strictions. Czechoslovakia, whose trade balances has been 
substantially in favor of Germany, has recently imposed 
an embargo on payments to Germany. Other European 
countries also are placing obstacles in the path of German 
trade in the form of duties, quotas or restriction of pay- 
ments. In short, with customer after customer, Germany is 
finding it increasingly difficult to do business. 

Under these conditions Germany has no recourse except 
to a further drastic restriction of imports and a further 
tightening of her already severe foreign exchange regula- 
tions. Yet January imports of 440,000,000 marks consti- 
tuted an appallingly low level and German business is 
faced with the fear that any further curtailment would 
impede trade revival. Meanwhile, in a country which, 
in the absence of additional foreign loans, is absolutely 
dependent upon its export surplus not only to meet its 
external debts but to feed its people, domestic stagnation has 
deepened and unemployment has increased to the record- 
breaking total of 6,127,000 persons as of February 15, 
an increase of 85,000 in the fifteen days since February 1. 


The insecurity of Germany’s fundamental 
position became plain even before panic 
was touched off by the Austrian crisis. 
A run on the mark, both domestic and 
foreign, began in the autumn of 1930, as a result of the 
tremendous political swing toward Hitler. The gold re- 
serve of the Reichsbank was reduced more than $100,000,- 
000 in a few weeks. By May, 1931, approximately half 
of this gold had returned but the resultant condition was 
nevertheless one of latent panic and it began to be realized 
for the first time how seriously Germany had overstepped 
herself in foreign borrowing. 

Although the post-war inflation wiped out the German 
internal debt, including a large total of corporate debt, it 
at the same time destroyed the savings of the great German 
middle class. The effect was to leave the country relatively 
well off in property wealth and means of production, but 
(Please turn to page 690). 
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How Much Can Business Expect 
from the Greatest Consuming 
Industry—Building? 


Prospect for 1932 and Beyond—Factors 
of Fundamental and Current Change 


By THEoporE M. Knappen 


T exhaustion of free public land about 1890 marked 


the end of an economic and social epoch in the 
United States. Does what is now transpiring in the 
realm of construction mark the end of another such era? 
Have we come to the end of the great age of magnificent 
construction? If we have, we shall henceforth be without 
what has been the greatest factor in American industrial 


and commercial prosperity. 


Heretofore construction has always come back from every 
depression to precede and lead the climb to new heights of 
prosperity. Always through the cycles we have built more 
and more. What if there is to be no “more” for construc- 
tion, but instead a level well below the 1929 peak? Or, 


what if there be a gradual de- 
cline from peak to peak? 

Before considering the immedi- 
ate future we need to get a back- 
ground of facts that may throw 
some light on the general tendency. 
Chief of these facts are those re- 
lating to population. We are 
gradually ceasing to be a growing 
nation. Immigration has virtually 
ceased, the birth rate falls. Dur- 
ing the decade that ended with 
1930 we added 17,000,000 mil- 
lion people, and it took about one- 
third of the 70 billion dollars spent 
on housing in that decade to take 
care of them. While that was the 
largest absolute increase we have 
ever had in a decade, the rate of 
increase was smaller than in any 
Previous decade with the exception 
of the 1910-1920 period, in which 
the World War checked popula- 
tion accretion. Last year we 
added less than a million people; at 
that rate (which will not be main- 
tained) we would add less than ten 
million people in the present dec- 
ade. These new people will be 
babies almost exclusively, the im- 
migrants were largely adults. 


for MARCH 19, 1932 


Plainly we shall have fewer new people to house than in 
the past, and they will require less housing per capita. 
Manifestly if we have a greater amount of construction 
in the future than we have had in the past, measured by 
expenditure, we shall have to build better and do a vast 
amount of demolition and rebuilding. Actually we reached 
our peak in residential building in 1925. It is probable 
that it will be a long time, if ever, before we surpass that 
record. Increase in other forms of construction made 1929 
the top year for the grand total of construction. There is 
nothing to warrant an early return to that height of near 
10 billion dollars. 
In addition to a declining rate of growth of population 
there are other factors of great im- 








Franklin Photo, from Nesmith 


portance. We have become a 
creditor nation, and 26 billion dol- 
lars of our capital has gone abroad 
and will be followed by more. 
Much of our creative energy has 
been diverted to foreign lands and 
more will go. With slower grow- 
ing population the unearned incre- 
ment will disappear from most 
real estate, and much of it will 
sustain annual diminution of 
value. 

The speculative lure will thus be 
largely eliminated from building— 
a tendency which will be accel- 
erated by the immense burden of 
taxation which has been rolled up 
in recent years. There are cities 
in which about half the tax dollar 
goes to meet municipal debt. Capi- 
tal will be diverted to more attrac- 
tive fields. 

The last three years of stress and 
strain have depleted the earning 
capacity as well as the savings of 
people who would ordinarily build 
their own homes in the future. 
Those same years have reduced the 
standard of living; people are seek- 
ing cheaper living quarters, going 
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a long time offset the 





back to obsolescent and 
obsolete houses, occu- 
pying less space, dou- 
bling up. 

As the speculative 
builder retires from the 
field in which he per- 
formed so brilliantly 
and erratically from 
1923 to 1929 and the 
original home builder 
and the home buyer de- 
cline in numbers there 
will have to come a re- 
organization of our 
building setup. As the 
individual citizen is 
less and less able to 
take the initiative and 
the disappearance of 
speculative profits 
causes the speculative 
builder to disappear, 
the housing need of the 
population will have to 
be met in other ways. 
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It will not be met 
automatically as it was formerly. 
Great corporations, looking to 
income rather than profit, will have 
to enter the field, and probably 
municipal governments will need 
to face the task of rehabilitating 
slums and dying neighborhoods. 
Municipal planning will have to 
come. New buildings will be met 
only after careful surveys to ascer- 
tain requirements. There are great 
problems of financing to be studied 
and met, and it will take a long 
time to coax capital into this more 


At Boom Top and Now 


FIGURES FOR CONSTRUCTION IN 387 
EASTERN STATES 


(In Millions of Dollars) 


Non-residential— 1931 
Commercial buildings 
Factories 
Educational 
Hospitals and inst. ......... 
Public buildings 
Religious, etc. 
Social, etc. 


Residential 
Public works, utilities 


Grand total 


ning at flood tide. There 
will also be a deterrent tendency 
in the domain of desire for new 
and better housing—and this goes 
for everything from cottages to 
monumental public buildings, from 
bridges. over rural creeks to spans 
across great rivers, from country 
roads and trails to city boulevards. 

Taking up the different fields of 
construction we find considerable 
variation in prospects. 


Commercial and Factory Building 


All the evidence shows that com- 


or less novel field. All this re- 
organization will take time. Dur- 
ing the transitional period there 








Courtesy, F. W. Dodge Corp. 


mercial edifices have been overdone. 
The hangover of 1929's ebullient 
financing caused many office build- 














will apparently be less building 
than we have been accustomed to, 
perhaps considerably less than will be needed by high stand- 
ards of sanitation, health, comfort and general well-being 
of the population. 

It will thus be seen that the long-time factors governing 
building trends are against early expansion of the building 
industry. 


Effects on Related Securities 


This fundamental change should enter into all considera- 
tions of the future of securities of corporations depending 
directly and indirectly on construction. Such a change in 
the basis of our economic structure would be far-reaching. 
Hitherto construction has been to the United States what 
foreign trade has been to old and static nations. It has 
been the backbone of our periods of prosperity. It is the 
demands of a growing, building nation that have given such 
proportions to our raw material and producers’ goods in- 
dustries. Corporations producing steel, lumber, cement, 
stone, brick, glass, hardware, plumbing, furniture, power 
plants, machinery, transportation services, etc., supply the 
construction industries and through them the latter affect 
directly and indirectly the entire business life of the nation. 
There is, however, an important consideration that may for 
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ings to be erected at a time when 
dead-broke tenants were fleeing from recently erected 
buildings like rats from a sinking ship. 

Liquidation of hundreds of such buildings is resulting 
in lower rentals and general discouragement to new en- 
terprises. | Mortgage bonds financed thousands of these 
structures and such securities will be unpopular for a long 
time. The commercial building volume of 354 million dol- 
lars in 1931 will look high this year. 

In factories and all kinds of special-service structures the 
country had a surplus even in 1928 and 1929. In those 
and previous years new plants were erected almost 
wantonly. There is excess capacity everywhere, which 
neither scrapping caused by consolidations nor the financial 
ruin and business lethargy of recent years has yet offset. 

Total outlay on factories in 1931 was only 129 million 
dollars, and so far there is no reason to expect that the 
showing this year will be as good. Shareholders in cor 
porations which flung their profits of the fat years into new 
plants, and then reduced or cut out dividends, which had 
generally been none too high, are going to have something 
to say about profits in the future. They will demand divi: 
dends and good ones for some time before they will stand 
for the improvement and expansion ideas of managers with 
grandeur complexes. There is much talk of shareholders 
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committees to watch and check ambitious executives with 
more aspiration than investment. Caution rather than 
adventure will govern growth for some time. The present 
will loom larger than the future. A bird in hand will be 
worth two in the bush. 

In the educational building class one has only to read of 
taxpayers’ strikes, “busted” city and state governments and 
increased taxation to know what the answer is as to whether 
they have a chance of coming within striking distance of 
last year’s expenditure of 254 million dollars. 

Hospitals and other institutions are in the same case, 
benevolent institutions as well as municipalities being on 
short money rations this year. At that, only 134 million 
dollars was devoted to them last year. 

Public buildings, principally on account of the large fed- 
eral program, which will be kept up as an employment 
measure, may do about the same as last year, when they 
totaled 201 million dollars. 

The religious and memorial, and social and recreational 
groups will do less this year than last year by far, when 
between them they scraped up 168 million dollars. 

If January and February construction figures as a whole 
are any guide for this class of construction, nothing but a 
radical change in general business conditions this spring 
will save them from being less than a half of what they 


were last year. 
Not Much Comfort in Residential Outlook 


It is too early yet to get a line on the residential group 
but general conditions are far from promising, and there is 
no hope of reaching this year last year’s low total of 901 
million dollars. There is evidence to show a shortage of 
residential accommodation in many cities, but little evi- 


home. The easier way for them, they say, is to keep the 
nominal owner in the house. But banks and trust com- 
panies, seeking liquidity, have frequently been ruthless, 
as it has often been possible to realize better on mortgages 
than on securities. On the other hand it is undeniable that 
large numbers of householders, finding that the second mort- 
gage has discounted any possible appreciation of values and 
a them with impossible payments are giving up the 
ghost. 


The Second-Mortgage Terror 


The second mortgage is the curse of the own-your-own- 
home program. A house may cost the speculative builder 
$5,000; then he sometimes adds a thousand for profit and 
another thousand for financing. This includes a first mortgage 
for, say, $4,000 and a second mortgage for the rest (except 
perhaps as little as $200 down) the latter being a monthly 
installment affair. The buyer usually forgets about taxes, 
fuel, upkeep; and is usually unaware of the possible fact 
that he has bought a shoddy construction job. Even the 
people who are fighting through with their over-cost proper- 
ties on excessive installments are not much good as adver- 
tisers of home-owning. 

Building and loan associations will lend as high as 75 
per cent if they have plenty of money, and on endurable 
installments. With them there should be no second mort- 
gage, for nobody should buy or build a house unless he 
can make a down-payment of 25 per cent. But now the 
building and loan associations, except in certain sections and 
localities can't meet the demands that are made on them for 
help and have but limited funds available for new mort- 
gages. 

It is to remedy this precarious situation of present owners 

of mortgaged homes 





dence of eagerness to 
make it up this year. 
On the whole, there 
is a great surfeit of 
apartments, and the 
country has been 
“hotelled” to death. 
There is more need of 
one or two-family 
houses but small pros- 
pect of financing 
them under present 
investor psychology. 
Firsts mortgage 
money is scarce and 
prospective builders 
on their own account, 
or buyers’, now con- 
sider a second mort- 
gage as the sure way 
to ruin. This is go- 
ing to be a bad year 
for residential mort- 
gages. Lenders are 
wary, especially the 
big national com- 
panies, such as life insurance, and their conservative 
maximal limits do not attract cautious homeseekers in these 
times, although they have been firm anchors for the lenders. 
The air is full of rumors and reports of foreclosures on 
houses, and of pathetic stories about inability to renew 
mortgages. These stories do not encourage a man to risk the 
customary three- or five-year mortgages, with their recurring 
worries and renewal charges. It is difficult to ascertain the 
facts. Mortgage companies generally say that about the last 
thing they want to do nowadays is to foreclose a mortgaged 
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Courtesy, American Institute of Steel Construction. 


An Example of a Steel Frame House 


and to facilitate future 
financing that Presi- 
dent Hoover proposed 
the idea of a national 
system of Federal 
Home Loan Banks. It 
is proposed to estab- 
lish twelve regional 
mortgage loan dis- 
count banks under a 
central board. The 
initial capital of the 
system is to be $150,- 
000,000, provided at 
first by the U. S. Gov- 
ernment and to be 
gradually absorbed by 
the member institu- 
tions, which have 
much the same rela- 
tion to the twelve 
regional banks as 
member banks of the 
Federal Reserve Sys- 
tem to their Reserve 
Banks. Such members may be building and loan associa- 
tions, co-operative banks, homestead associations, savings 
banks, trust companies, commercial banks with time 
deposits, and insurance companies. The banks may lend to 
their members on the security of mortgages up to 60 per 
cent of the appraised value of the property, but the unpaid 
principal of a discounted mortgage shall not exceed 
$15.000. 

A bitter fight is being conducted at Washington and all 
over the country against this measure. The Mortgage 
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Bankers Association and the big insurance companies are 
opposing it. The American Bankers Association appears 
to be cold to it. The National Association of Real Estate 
Boards, small insurance companies and the National League 
of Building and Loan Associations are avidly for it. The 
full force of the Administration is behind it. 

If this measure were now in operation it would doubt- 
less have a stimulating effect on detached residence building 
this year, but it will hardly get under way in time. Asa 
factor in future building it will be potent. The capital may 
in time be as much as a billion dollars, and its debenture 
turn-over will be large, the debentures being tax-exempt. 
A regular means of discounting their paper will encourage 
members to loan freely and use their resources to the 
utmost, doing away with the second mortgage bane. How- 
ever, it should be in operation in time to afford much relief 
to frozen small mortgages and so contribute to the general 
improvement of the whole home-building finance field. 
Opponents, indeed, say that it will lead to inflation and 
over-building in a field where existing structures are sufh- 
cient and thus have a depressing influence on values. 


The Ready-Made House 


Residence building of the smaller types may have great 
possibilities in the future in the way of the manufactured 
house, which may bring owned homes within the reach of 
the masses whose incomes are not adequate for that pur- 
pose. Many steel companies are developing steel frame and 
structurally all-steel houses, the Copper and Brass Research 
Association is working on a copper house, the aluminum 
people are looking into the new idea. Lumber companies 
and associations are playing with it. In Germany a house 
with copper walls and wood frames has been developed. 

The basic idea is to apply factory, mass production 
methods to houses 


standardized houses already, and it is hoped to build them 
so cheap that varied appearances can be provided. 

Public works and utilities, as a whole, including high. 
ways, bridges, power plants, water and sewage systems, 
should make a relatively good showing this year. Some of 
them will be rushed to relieve unemployment, and Congress 
may give a big lift to highway building. The total may 
equal last year’s achievements of 1,349 million dollars, but 
the utilities will be decidedly quiescent, especially on the 
power plant side, being on the whole well equipped there. 


Outlook Worst Since War 


Last year’s grand construction total was estimated by the 
F. W. Dodge Co. at 4,080 million dollars, including an 
estimate of 589 million dollars for miscellaneous projects 
not classified in the foregoing. The average outlay per 
calendar day in the 37 states regularly covered by this serv- 
ice was 8.1 million dollars. In the 1929 peak it was 18.2 
millions. In January this year it was 2.7 millions, 
as against 7.3 millions for January a year ago; in February 
it was 3.07, as against 8.4 millions for February, 1931. 

If the present trend continues the 1932 construction out- 
put will fall below 2,000 million dollars, or a shrinkage 
for the year of about 2,000 million dollars. Of course, 
costs will be less, so that the actual reduction in physical 
volume will not be so great, but when 2,000 million dollars 
is converted into 1913 building dollars we find that 1932 
may take us down to war-time building restriction bottoms 
and not far from the million dollar level of 1909. 

A pronounced general improvement of business psychol- 
ogy and facilitation of finance will doubtless considerably 
increase these rock-bottom figures for the year is young 
yet; but the change will have to come within the next 60 
days to register pronouncedly during 1931. 
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control of some of the more important features of produc- 
tion. Unquestionably pictures cost less today than they 
did a year—or even eight months—ago. Sales returns in 
that time have indicated all too clearly that fundamental 
manufacturing principles cannot be ignored, and that a 
rule given in the preceding article is basically sound, if 
applied in advance of production and not after it. It is 
interesting to compare some average and approximate 
costs per picture in 1931-2 with 1930-1: 


1981-2 


$250,000 
800,000 
275,000 
200,000 
180,000 
200,000 


Company 


M. G. M. 
Par-Publix 
R. K. 0 


But those are still too high. Drastic reductions must 
come, and I can prove it quickly. To begin with, probably 
$90,000,000 will 
cover the current 


title occurs—this may not be abnormal, but no title passes 
in the motion picture industry; the films are merely rented 
for a definite period. I see no reason why distribution 
should not be cut to 20 per cent, and within two years | 
predict this reduction will have been accomplished. 


What Studio Outlay Is Justified? 


Returning to the question of cost. What is justified in 
studio outlay? In answering one may deal only with aver. 
ages for now and again a cheap picture will smash records 
and occasionally some exceptional human story will justity 
big costs. For the 1932-3 program shortly to be budgeted— 
probably in March and April—the situation demands an 
average top cost of $150,000 and preferably $125,000. 
The studios will say it can’t be done. That means merely 
that few of their executives can do it. One doesn’t return 

easily from truf- 
fles to carrots, 
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of $225,000,000, 
and as the latest 
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Eventually, stock- 
holders will in- 
quire into these 
things. But can 
they act? I be 
lieve so, for the 
enormous capital 
increases of late 
years have re- 
moved control 
from the old 
“magnates” into 
the hands of the 
public. The 
former are just 
finding this out. 
It hurts. 
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theater business 

the motion pic- 

ture theaters of the country should take in $1,125,000,000, 
requiring the attendance of five billion persons, or an 
average weekly attendance of over 96,000,000. Every sane 
picture official knows that the figures won't reach that, or 
anything like it. 


Must Adjust Expenditure to Income 


The motion picture business used to be a racket; now 
it has become an industry—manufacturing, if you like. 
The old-line picture makers scream at that; they insist it 
is an art, which is only partially true, for anything that 
converts several raw materials into a new product is manu- 
facturing, doll it up with all the words you wish. And the 
picture makers have never been business men; they have 
merely been lucky. Basically the picture business runs in 
much the same groove as the 10-cent store. It’s a quantity- 
low-price enterprise. Its patrons are the folks whom 
Lincoln called “the common people, whom the Lord must 
have loved because he made so many of them.” I've tried 
to visualize this with the accompanying diagram. 

Actually motion pictures cater to the lower strata of the 
human pyramid. That is why they must be elemental in 
concept and execution. We're dealing with mass, not 
group entertainment. The sooner the picture makers 
realize that fundamental fact, the sooner profits will restore 
dividends and these in turn elevate exchange prices. Early 
picture fortunes were made on the simple story lines that 
are necessary for motion pictures. 

Distribution, I believe, must be conducted at a lower 
cost. Today the average is from 30 per cent to 35 per cent. 
In a business selling goods—in which an actual transfer of 
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When all is 
said and done it 
is Old Man Overhead who causes the studios their great- 
est trouble, and the great burden lies at the top. But plant 
itself is also a great item. Six years ago I tried to convince 
the men at the head of a big studio that no investment in 
plant that could not be written off out of profits in five 
years was justified. That merely meant that overhead was 
too big and that you didn’t need 200 acres to produce pic- 
tures then. Assuredly you need it still less now. 

The laws of money will not be continuously evaded and 
‘motion picture practice for twenty years has been steadily 
trying to evade them. Two of the seven major studios I 
know turn their capital just under once a year. Obviously, 
if anything happens to a single year’s product there must 
be trouble. I was invited to help analyze a studio balance 
sheet a few days ago. That concern has staked everything 
on the success of the 1931-2 production,—and that “every- 
thing” is borrowed money. 

True, the comparative costs table shows that the cost 
trend is downward, but it cannot continue downward 
under existing overhead conditions. From 20 per cent to 
30 per cent for studio overhead is too high to carry over 
into negative cost, and yet that proportion cannot be re- 
duced if present plants go on as they are. When the 
enormous size and entailed carrying charges of such “lots” 
as Fox Film Corp. at Westwood Hills, where capital 
probably in excess of $12,000,000 has been invested in 
plant spread over some 150 acres, is considered, it should 
be plain that picture costs automatically run into a stop 
signal on the way down. 

Some analysis of proportionate direct picture costs as 
they appear today may be informative. Average story 
cost will run about 20 per cent of the whole negative 
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pai 
ae _perhaps 20 per cent; set construction 8 per cent; raw a single role in a big production, working actually but 
ibution flm stock and photography 12 per cent; sound and elec 57 days in 44 weeks. Few of these stock companies 
years | tricity 8 per cent; wardrobe 5 per cent; art direction 3 per of players worked over 50 per cent of the time. 
cent, and the remaining 18 per cent to cover all the other There were 248 of these people until last fall. Now 
miscellaneous direct charges of whatever character. When their heads are falling swiftly as their option periods 
you've added these up you take 20 per cent of the whole —six months—arrive. Universal has at this writing no 
wm and tack it on for studio overhead. more than seven; Warner Brothers have cut theirs to six; 
fied in Paramount-Publix still has a goodly crew, and Metro- 
1 aver- Enormous Salaries Hamper Economies Goldwyn-Mayer probably stable more than any other 
ecords oa studio. The Fox ensemble is probably not over eight, and 
justity Some picture organizations will stagger along under ab- RKO may have less than that number. 
ted— normal salary loads for some months yet, while others are Even the executive officials are feeling the axe. One 
ds an to some extent cutting their own wages. Salaries of _ who has been drawing $1,500 a week for doing in a studio 
5,000. $300,000, $500,000, $300,000, $150,000 and down to a what a good comptroller in a manufacturing business would 
nerely paltry $50,000, are based on the wild hysteria of the days _ be getting $200 for, has been told that his services will be 
return when the Zukors, Laskys, Foxes, Goldwyns, Schencks, dispensed with at the end of his contract in a few weeks 
truf- Mayers and Warners were popularly supposed to be unless he consents to a 50 per cent cut. 
rots. magicians. Now it has been most shockingly discovered One of the extravagant investments was “sound.” They 
stock- that they are not magicians at all, but just a somewhat poured millions into its acquirement, and now most of it 
l in pathetic, helpless group who find themselves with a situa’ proves to have been unjustified. Tremendous sums in 
these tion they don’t know what to do about. Paramount-Publix  “‘fixed channels”” were spent. Most studios have discovered 
> can has been paying its little group of pet executives close to that a portable, or sound truck, does the job cheaper and 
I be- $2,500,000 a year; Metro-Goldwyn-Mayer probably about better. Paramount-Publix probably finds itself in posses- 
r the the same; Fox not so far from $2,000,000; Warner prob- sion of a “sound” plant worth $1,500,000; M-G-M about 
pital ably $1,500,000 and RKO somewhere near the million the same; Fox over a million, and so on down. And all 
late mark. These salaries are not earned; they are just re’ had costly “sound” engineers or experts or transmission 
> re wived. There’s something quite reminiscent of the life | men, or what you like. They’ve had the unpleasant ex- 
ntrol insurance salaries of twenty years ago in this movie business. _ perience of being lopped from five out of seven payrolls. 
old In motion pictures a tradition has been that relatively It has been discovered that any reasonably competent young 
into incompetent persons, small in their former lines, are worth man can be taught the fundamentals of “sound” recording 
the enormous sums when it comes to guiding film concerns. in a few weeks; that within a year he will do his job well, 
The The readjustments of the next few years will prove they're and that $100 is about his top weekly salary to be in charge 
just not. Indeed the significance of the handwriting on the of the work. 
out. wall has already become apparent to a few of the film folk. 
Reductions have been made and are being made. Last New Synchro-Project Process Open to All 
1 is October Universal slashed everybody in the weekly salary 
e it column from 25 per cent to 10 per cent. The representa- Now back to overhead for a moment. Within recent 
reat: tive sent on from New York to restore sanity to the Fox months has appeared a process for composite photography 
lant studio has performed a series of major operations, and as _— known as the Synchro-Projection system. It is not patented 
ince a result the courts are to be asked to determine the value or patentable, but lies in the public domain. It is a method 
t in of certain contracts. Directors who were given $60,000 of projecting a scene—a still photograph or moving picture 
five for directing a sin- —on a ground 
was gle picture have glass screen as 
pic been told they'll remy somes a : d 
take $20,000 or 9 ° 3 ° in front of this 
and nothing, contract What's Wrong With What's B eing posing the needed 
dily or no contract; and the Movies? Done About It? players to furnish 
os I even that’s absurd. the foreground ac- 
sly, There are fifty ex- Item Diagnosis Current treatment tion; then re-photo- 
ust traordinarily well- ieaiaiai ‘ines Salaries cut moderately. Many graphing both to- 
nce equipped directors eee ee ee ee ee ee eee ek A} A?) Ss!) Dl! dropped or replaced, gether as a new 
ing in Hollywood avail- De RPE Rae E rT oy ees pie eager a on tue motion picture. It 
ry’ able at $5,000 a renewal. | contains all sorts of 
picture. Actors—studio rank and file ......... Overpaid .......... Salaries being cut. | possibilities; being 
‘ost The player ab- Actors—studio staffs ...........+.64 Cumbrous ......... Personnel reduced, | one of those tech- 
ard normality also is THEOCUOTE oases cc iscccsswossoceees Overpaid .......... Salaries cut and staffs reduced. | nical developments 
to bei ng corrected. RU I 6 osecas sa oem omseuacmenees re Cutting down slightly. I tried to frighten 
vit Until recently I iss drticsncrseerel Few hits ........ ee the studio with five 
ne a ast ‘lin A Production costs .........-seeeeeeee Too heavy ......... Coming down slowly. ere a a boat 
ts” a ‘Arig sc Plant investment ..............e00++ Too high .......... Still a problem. sidan ieee 
‘tal tract p he yers— Capital turnover ........00.cccccees Too slow a a Ng ss oniiied now; expe- 
in itch deans 4 NE feline Too costly ...... rose Og ee ditties etith senmial 
ald group on a weekly Theater ownership and operation..... Bad investment ....Still a problem. equipment, scores 
op salary, work or RN ssl \isdaeaibcereineeess Over-theatred ..... Still a problem. of technical folk 
not. You’d be Partly result of economic con- and numbers of 
as surpri sed at the PAT ee TS eT Tr ee FOWOr .....ccceee a nga Myer seme actors. As ex- 
ry little some of these (Please turn to 
ve favored folk did. al page 694) 
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q “Under present business conditions there is enough work in 
this country to employ every available worker for thirty-five 


hours per week.” 


Solution of Unemployment 
Problem Is Employment 


Leaders in Industry Comment on Charles Benedict’s Presen- 
tation of Plan for Ending Enforced Idleness Immediately and 
Increasing Consuming Units Without Expanding Production 


more than an idealistic utterance. It is the most 

practical kind of truth today. In our present econ- 
omy, what is advantageous to the country as a whole is 
good business for the individual. 

So far it would seem that the various hypodermics ad- 
ministered to cure our domestic ills have been a treatment 
of effect rather than cause. What we need is to correct 
fundamentally the cause that keeps our factories idle. It 
is shallow to say that the greatly reduced sales volume is due 
to fear psychology, and let it go at that. Let us face the 
facts and it will at once become clear that it is due to the 
shrinkage in the number of units of buying power. When 
there are about eight million unemployed, involving the 
consumption of at least twenty-five million people, the an- 
swer is clear. It is plain that what we must do is to find 
a way of providing employment for these people, so that 
in the security which comes from a steady income, these 
potential buyers may once more be willing and able to 
spend. 

In an article entitled “What Is Causing the Fear Psy- 
chology” in the February 20th issue of this publication 
Charles Benedict makes the point that the only sound cure 
for unemployment is employment—and in the five-day 
week and the seven-hour day we have the means to pro- 
vide that cure. For a thirty-five-hour week nationally 
adopted not only would more equally distribute available 
work but would afford a job for every person that is today 


TT": phrase “United We Stand, Divided We Fall” is 


unemployed. It would at once result in an increase in the 
number of buying units without increasing current produc: 
tion. As consuming demand increased expansion of pro- 
duction would be necessary, which could be effected by 
speeding up the rate of operation. 

Moreover, the shorter week for each worker is no untried 
innovation. It has been successfully applied in a variety of 
industries and does not increase labor costs to the employer. 
Nor need it call for any dislocation of operating schedules 
or overnight drastic revision of methods, for the plan does 
not mean merely 35 hours a week of plant operation, but 
35 hours work per man per week. It is the man and not 
the machine whose rate of productive effort is to be so 
adjusted that it will require 100 per cent employment in- 
stead of 80 per cent to maintain the current volume of pro- 
duction. 

The most encouraging feature of the plan to cure un- 
employment is in the response which its discussion has 
drawn from industrial leaders—among them some of the 
largest employers. It is gratifying to learn that a few cor- 
porations in various industries have already adopted meas 
ures deliberately designed to increase employment. Others 
have various plans under consideration. Very few are 
blind to the urgency and the opportunity for constructive 
effort which lies before them. 

We present some of the interesting and significant com: 
ments that have been received since the publication of Mr. 
Benedict's article. 





Westinghouse Electric & Manu- 
facturing Co.: 

I am heartily in accord with the 
statement that part of our trouble is 
due to the shrinkage of the number of 
units of buying power. This fact is 
apparently being accepted by business 
leaders and bankers, and I believe 
plans are now under way not only in 
political circles but also in business 
spheres which will remedy this trou- 
ble. We undoubtedly have other ills 
which must be corrected. I take a lit- 
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tle comfort out of the fact that so 
many of the most capable persons 
alive are devoting their attention to 
solving the problems which face the 
world. I am sure that much good is 
ultimately going to come out of the 
situation and, meanwhile, we have the 
added comfort that the world is recog- 
nizing its duty to its fellow-men more 
clearly than ever before in the history 
of the world. 

We received benefit from your let- 
ter and Mr. Benedict's article. As an 


organization, we are pledged to the 
principle of finding, facing and inter: 
preting facts. We believe that the 
credit of the nation must be improved 
and the units of buying power in 
creased; and are quite in accord with 
your proposition that the fear of un 
employment must be overcome as 
promptly as possible. 

It occurs to the writer that this 
letter may be considered somewhat 
vague but it is not intended to be; and 
if there is any reason why the subject 
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should be developed further between 
ys, we would be very glad indeed to 
spend the time necessary to develop it 
thoroughly with you. 
Yours very truly, 
A. W. ROBERTSON, 
Chairman. 


* * *€ 


Dr. Julius Klein, 
Assistant Secretary of Commerce: 


In connection with our conversation 
yesterday, you might be interested in 
ny radio talk in which I endeavored 
to develop the argument of spreading 
out the available jobs over the maxi- 
mum number of men. As I recall it, 
this agrees with your thought on the 
matter. 

In his radio address, Dr. Klein said: 
“In filling all jobs these days it is hardly 
necessary to point out that they should 
be made to help as many men as possi- 
ble. Our task, after all, is to protect 
the maximum number of unemployed 
from want; and so, in every case the 
given piece of work should be distrib- 
uted so as to benefit as many as possi- 
ble. Ten men each on half time is 
better than five on full time and the 
other five on nothing at 


that is, trying to divide our work 
among the people we have and giving 
them all part time. This sometimes 
works a hardship because, as you 
know, every change of shift slows up 
operations but then, when the opera- 
tion is not for a continuous twenty- 
four hours there has to be a break 
and we have tried to handle our op- 
erations so as to give all of our em- 
ployees something each week—which 
I believe is the only way to operate 
under these present times. 
JouHn J. Watson, 
President. 


* * ® 


Armour & Co. 


I am sure that we all appreciate the 
importance of keeping as many people 
as possible at work and I am happy to 
report that our company (and I be- 
lieve it is true of the industry) is doing 
just about a normal volume of busi- 
ness. 

The prices of our products have de- 
clined to a poigt where they should be 
pretty well in harmony with even the 
present reduced* purchasing power of 
the public. One contributing factor in 


this situation is that we have reduced 
our expenses so that we are slaughter- 
ing and processing meat animals and 
their products just as cheaply as pos- 
sible. Our expense of operation spread 
over the heavy tonnage that we handle 
makes it a most trivial percentage in 
the total cost of meat. 

While we have shortened our weeks 
in some plants, our business does not 
lend itself readily to such a program 
for the reason that we are dealing in 
perishable products that must be fur- 
nished to our customers and consumers 
practically every day in the week. For 
us to cease operations entirely for one 
day would be almost as difficult as for 
a housewife to close her kitchen for a 
day, although we are doing all in that 
direction that we can. 

At the same time, we are grateful to 
you for the benefit of your suggestion 
and your views. 

T. G. Lzg, 


President. 


* * 


National Cash Register Co.: 


I am in full sympathy with you in 
this movement. As a matter of fact, 
the National Cash Regis- 
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ter Company for some 


* * 


General Cable Corp.: 


It has been the policy 
of this company to keep 
the maximum number of 
people employed, com- 
pensating therefor accord- 
ing to the volume of pro- 
duction required by oper- 
ating a fewer number of 
hours each week. 

WALTER ROBBINS, 

Chairman of the Board. 


* * &* 


Standard Brands, Inc. 


We did not discharge 
any of our employees be- 
cause of hard times. We 
have been going along on 
anormal working basis so 
far as the number of our 
employees is concerned, 
and making only such ad- 
justments as business ex- 
pediency warrants. 

JosePH WILSHIRE, 

President. 


a. 
International Agricul- 


tural Corp.: 


Theartily approve of the 
Suggestion; we have been 


following it right along, 
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The Goodyear Tire & Rubber Co. 


In the late fall of 1929, foreseeing that we were in for a 
major depression due to an era of production in excess 
of our needs, this company realized that the man-hours 
of employment for productive purposes would have to be 
greatly curtailed. In 1930 and 1931, and continuing in 
1932, we went to reduced hours per week in all of our 
factories. We are now operating our main factories on 
six-hour shifts either four, five or six days a week, de- 
pending on the amount of business which we have. 

It has been standard practice for a considerable period 
at our main factories that we will spread employment over 
as many men as possible until our employees reach a 
minimum of four days a week, six hours a day. 

There is only one remedy for unemployment—and that 
is employment. The purchasing power of the country 
and the standard of living of the country will both be 
better when 100% of the people are employed 80% of 
their normal working time than when 80% of the people 
are employed 100% of the time. I think that it can be 
safely assumed that, with the progress of invention and 
scientific management that we now have, we have reached 
a point where the needs of the country and a similar 
standard of living can be maintained with a working week 


of 36 to 40 hours as was previously accomplished by a- 


44- to 48-hour week. ; 

A sizeable portion of our export business has probably 
been lost for a considerable period due to the increased 
efficiency of manufacturing in other countries, and their 
increased protective tariff policy. The capacity for ‘onal 
duction in this country which was provided for taking 
care of this export business can only be absorbed by an 
increase in our own population through the birth rate, or 
properly controlled increase in immigration. erefore, 
there must be some reduction in the standard of living 
that we knew in 1927 to 1929 until the home market 
can be increased to absorb the present capacity involved 
in production facilities before we can go ahead with 
futher plant expansion. 

Sincerely yours, 
The Goodyear Tire & Rubber Co., 
P. W. LITCHFIELD, President. 











time past has had many of 
its departments on a seven- 
hour basis in order to give 
work to as many people as 
possible. There is no 
doubt but what you will 
receive the co-operation of 
a great many firms where 
it is at all possible for them 
to put a seven-hour day 
into effect. 
F. B. PATTERSON, 
President. 


* * & 


Shorter Hours Essen- 
tial for Prosperity 


Your editorial is just 
about the most sensible 
thing I have read since 
the beginning of the de- 
pression. It seems to me 
that you can perform no 
greater service than to 
keep pounding the 
thought of shorter hours 
and eventually good pay 
into the minds of employ- 
ers. 

Recently a __ leading 
business man of Cleve- 
land who is quite active 
in the Chamber of Com- 
merce said to me: “I 


(Please turn to page 696) 
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NORTHERN PACIFIC RAILWAY CO. 
Rfdg. & Imp. Mtge., Series B, 6s, 2047 





1] K Geis a 





High Grade Rail Bond Offers Investor 
Attractive Yield 


Income from Non-Rail Sources Im- 
portant in Covering Fixed Charges 


points in Minnesota and Wis- 

consin the main line ‘of the 
Northern Pacific Railway Co. stretches 
almost due westwards to the sea. Ar- 
rived at the coast it serves every im- 
portant point between Vancouver and 
Portland. With its numerous offshoots 
north and south, the system comprises 
some 7,000 miles of track. 

While much of the territory through 
which the road passes is sparsely settled, 
it is immensely rich in natural re- 
sources. Agriculture, mining and lum- 
bering are among the principal activities 
of the region. Under these conditions 
it is hardly surprising that 


Preis Duluth, Superior and other 


By Russet TayTE 


a sum about half that necessary to 
cover fixed charges. 


Important Outside Investments 


This, however, is to put the North- 
ern Pacific in the worst possible light, 
for nothing has yet been said of the 
company's very important outside in- 
vestments. Northern Pacific owns more 
than 830,000 shares of the Chicago, 
Burlington & Quincy, which last year 
paid its usual $10 dividend, despite the 
fact that this disbursement was not 
wholly earned. Such a dividend is 
equal to about $3.35 a share on the 


tion to these outside interests, the rail- 
way owns not far from 6,000,000 acres 
of land-grant lands. About half the 
acreage, however, is subject to a suit 
as to the legality of recent legislation 
which sought to remove it from the 
original grant without, in Northern 
Pacific’s opinion, adequate compensa- 
tion. 

By calling upon the Northwestern 
Improvement Co. for a special dividend 
of $5,000,000 and with the monies 
received from other investments in the 
ordinary course of events, the fact that 
railway net operating income was far 
below fixed charges last year was not 
of major consequence. Indeed, 
total net income was more 





more than 80% of the North- 





ern Pacific’s freight can be 
classified as falling directly 
into one or another of these 
three divisions. Also, it is no 
more surprising in view of the 
tremendous importance of raw 
materials to the road that it 
has suffered severely during 
the last year or two. Not only 
have outward shipments been 
curtailed by the low level to 
which consumption has fallen, 








Year 


Northern Pacific Railway Co. 


Fixed 


Net Railway 
Charges 


Overating 
Income 


Other 
Income 


$16,853,000 
17,985,000 
15,485,000 
11,321,000 
11,485,000 


1.60 
2.17 
2.48 
2.42 
2.23 


21,410,000 
25,089,000 


Times Earned 


than sufficient to cover charges 
one and one-half times over, 
thereby keeping the road's 
bonds ori the legal list in New 
York and other states. 
Comfort may also be de: 
rived from the manner of the 
road's capitalization. About 
56% of this is in the form of 
long-term debt, the balance 
being made up of capital stock. 











While this in itself is neither 





but the drastic decline in the 

income of the farmers and miners 
along the road has resulted in a sharp 
decrease in the loadings of manufac- 
tured articles. 

Net operating income shows this un- 
fortunate state of affairs very vividly. 
For 1929, which incidentally was 
considerably below 1928, this item 
amounted to $21,400,000, while for 
1931 it totaled less than $7,000,000— 
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common stock of Northern Pacific. 
Then there is Northern Pacific's wholly 
owned subsidiary, Northwestern Im- 
provement Co., which possesses valu- 
able coal, iron and other mines. The 
Northwestern Improvement Co. not 
only has a demonstrated earning power 
in the neighborhood of $2,000,000 an- 
nually, but is estimated to possess some 
$15,000,000 in liquid assets. In addi- 


particularly good nor particu’ 
larly bad, the fact that of the long-term 
debt there is no important maturity 
before 1997 is decidedly favorable, for 
the difficulties of financing at a time 
like the present might easily be serious. 
Northern Pacific’s total funded debt 
is in the neighborhood of $314,000,000. 
Of this, some $146,000,000 is in the 
form of refunding and improvement 
mortgage bonds due in 2047. 
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have been issued in several series hav- 
ing different coupon rates, but there are 
far more of the Series B 6s outstanding 
than of all the others put together. In 
consequence these enjoy the best mar- 
ket and are the ones in which we are 
primarily interested. 

The refunding and improvement 
mortgage bonds are secured in many 
ways. They are a first mortgage on 
more than 1,000 miles of track, a 
scond mortgage on nearly 300 miles, 
a third mortgage on nearly 5,000 miles, 
a third collateral lien on more than 
300 miles, in addition to being a fourth 
and fifth lien on other mileage. Further- 
more, these bonds are secured by vari- 
ous leaseholds and trackage rights. 
They are secured by practically all the 
company’s equipment, by its terminal 
properties in Duluth, Superior, St. 
Paul, Portland, Seattle and elsewhere 
and finally by pledge of various securi- 
ties among which is the $83,000,000 
investment at par in Chicago, Burling- 
ton & Quincy common stock. 

Liens senior to the refunding and 
improvement mortgage bonds total 
about $168,000,000, while junior to 
them there is $248,000,000 in common 
stock, on which dividends have been 
paid since 1899. Of the refunding and 
improvement bonds, the series B 6s are 
currently quoted around 88 to yield 
about 6.8% to maturity. They are 
callable at 110, but not until after 
July 1, 1936. 


Road Has No Financing Problem 


From an investment always in the 
past considered not far from gilt-edged 
the return afforded may seem perhaps 
high. We have seen that the bond is 
secured by property with a value under 
normal circumstances far in excess of 
its face value; that the road has no 
financing problem; that it is amply pro- 
vided with working capital; and finally 
that it could easily procure more if it 
were needed, not only through its own 
unaided efforts but there is now the 
Reconstruction Finance Corp. to which 
application could be made. Under the 
circumstances, the high yield can be 
discounting but one thing. This is the 
possibility that Northern Pacific’s oper- 
ating income will show no improvement 
for many years and that in the mean- 
time sources from which the road drew 
an amount sufficient to cover fixed 
charges last year will gradually be 
depleted. 

That this is indeed a remote prospect, 
however, will be realized when other 
factors are taken into consideration. 
The relief of higher rates on certain 
commodities and the reduction in wages 
recently put into effect hardly have had 

(Please turn to page 695) 
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Bond Buyers’ Guide 


NotE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue in the list 
is not intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 


be directed to our Personal Service Department. 


Railroads 
Total Amount 
Funded of 
Debt this 
(millions) issue 
Norfolk & Western Ist Consol, 4s, 1996...... 112 41 
Atchison, Top. & Santa Fe Gen’l 4s, 1995.... 311 152 
Union Pacific Ist 48, 1047%......cccccccccce - 860 100 
Pennsylvania Consol, 4s, 1948............... 607 20 
Northern Pacific Prior Lien 4s, 1997......... 313 107 
Baltimore & Ohio First 4s, 1948............. 604 82 
Missouri-Kansas-Texas Ist 4s, 1990.......... 107 $1 
N. Y., N. Haven & Hartford Ref. 4%s, 1967 258 31 
Kansas City Southern Ist 3s, 1950.......... 65 30 
Northern Pacific Ref. & Imp. 6s, 2047........ 313 107 


Public Utilities 


Cincinnati Gas & Elec, Ist 4s, 1968......... 35 35 
Duquesne Light Ist 4%s, 1967...... Thoae ae 65 65 
Phila. Electric Ist In. & Ref. 4%s 1967.... 166 84 
N. Y. Telephone Gen’l 4%s, 1989............ 61 61 
Westchester Lighting Ist 5s, 1960........... 22 9 
American Telephone Coll. Trust 5s, 1946.... 462 68 
Illinois Bell Telephone Ist & Ref, 5s, 1956... 57 49 
Detroit Edison Gen’l & Ref. 4148, 1961...... 129 50 
Pacifico Gas & Elec. Gen’l & Ref. 5s, 1942.... 311 36 
Pennsylvania Pwr, & Lt. Ist 4%s, 1981...... 181 121 
N. ¥. Power & Light 1st 4%4s, 1967......... 67 66 
Northern States Pwr. Ist & Ref. ‘‘B’’ 6s, °41 100 8 
Denver Gas & Elec. Ist & Ref. 5s, 1951...... 46 9 
Industrials 
Standard Oil of N. J. Deb, 5s, 1946.......... 169 120 
Swift & Co. First 58, 1944...........00..05. 53 23 
Western Electric Debenture 5s, 1944........ 35 35 
Bethlehem Stee] Ist & Ref. 5s, 1942......... 118 18 
Goodyear Tire & Rubber Ist & Coll. 5s, 1957. 63 56 
Lorillard (P.) Co. 7s, 1944.........0e.eccee 19.8 9.2 
Short Terms 
Amount 
Name Due This Issue 
Date (Millions) 

Detroit Edison Ist & Coll. 5s............ 1/1/83 10.0 
Corn Products Refining Ist 5s........... 5/1/84 1.8 
Union Elec, Lt. & Power Ref. & Ext. 58s. 5/1/33 6.2 
Chicago Gas Lt, & Coke 5s............. 1987 9.9 
Norfolk & Western Imp. & Ext. 6s...... 2/1/84 2.0 
Computing, Tabulating & Recording 6s. 6/1/41 2.7 
Bethlehem Steel Purchase Money 5s..... 7/1/86 22.3 
1935 6.8 


Portland Gen’l El. Co. Is 5s............ 
* On total funded debt. 


second grade issues. 
possible adverse factor of higher money rates. 


Interest* 


7.5 
3.9 
3.5 
1.9 
2.2 
1.7 
2.8 
2.0 
1.5 
2.2 


5.3 
6.7 
3.1 
3.8 
3.1 
6.1 
4.8 
2.9 
2.4 
2.7 
2.8 
3.3 
2.3 


1.4 
3.7 
4.3 
4.3 
2.8 
2.8 


& 
Call 
Nc 
105 
nc 
NC 
NC 
105 
105 
107% 


NC—Not callable. 

NOTE—Our preferences in the above list, at present, are among the short term and 
The high grade long term bonds in the list will be subject to the 
Consequently, commitments in this olass 


Times earned 
1930 Est. 1931 


Yield 

Recent to 

Price Maturity 
5.4 91 4.4 
3.3 90 4.4 
2.5 93 4.6 
1.2 90 4.9 
1.2 81 4.9 
1.2 86 5.3 
1.2 74 5.5 
1.4 74 6.3 
1.2 64 6.3 
1.2 90 6.7 

Call Recent Yield to 

Price Price Maturity 
100 91 4.4 
104% 96 4.7 
105 96 4.7 
110 98 4.8 
NC 102 4.8 
105 102 4.8 
105 102 4.9 
103% «(94 4.9 
105 100 5.0 
105 88 5.2 
105 89 5.2 
105 105 5.3 
105 91 5.8 
102 101 4.9 
102% 100 5.0 
105 100 5.0 
105 95 5.6 
108 82 6.4 
NC 105 6.4 

Yield 
rice Income Maturity 
Market Basis Basis 

101 4.9 3.9 
102 4.9 4.2 
100 5.0 5.0 
99 5.1 5.1 
102 5.9 5.1 
105 6.7 5.3 
98 5.1 5.5 
95 6.4 6.5 


might well be postponed unless they are assumed for a period of years, 
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Watch the Rails 


While Higher Rates, Lowered Costs and Prospects of 
Improving Trade Hold Promise for Security Values 
Caution Should Be Exercised in New Commitments 


By Pierce H. Futon 


individuals in this and 





66 HEN _improve- 
ment in busi- 
ness in this 

country really starts, you 

will see a corresponding 
advance in railroad 
stocks.” 

This assertion was made 
by a keen and experi- 
enced student of the stock 
market in general and of 
railroad shares in particu- 
lar. Pressed for a reason, 
he promptly replied: 

“We have heard for 18 
months or so that stocks 
of goods in pretty much 
every line were extremely 
low. We know that this 





THOUSAND OF CAAS 


PERCENT EARNED ON INVESTMENT ~CL.I 


WEEKLY FREIGHT CAR LOADINGS 


JFMAMISJASONDIFMAMIJIJASOND 
u ve 1931 


other countries. They 
have wanted eagerly to 
work. They still have the 
clothes and tools, although 
some of the former may 
look a little shabby, just 
as in the case of the in- 
dividuals. But, try as 
hard as they may, they 
have not been able to get 
jobs that have paid them 
more than a small part of 
what they received in 
1929. 

Of course, in the case 
of the railroads, “work” 
means the carrying of 
trafic, chiefly freight and 


J + 











1930 


—1932 











passenger, and “tools” 








is the case now. As con- | 





fidence is gradually re- 

stored and people begin to buy and to 
do things on a larger scale, the traffic 
of the railroads will improve corre- 
spondingly. They will carry more raw 
materials and manufactured products 
in and out of the great industrial areas, 
and, likewise, of pretty much every 
other class of freight. This will mean, 
of course, increases in carloadings and 
in gross earnings. Proportionately 
larger gains in net will be possible be- 
cause of the extent to which operating 
expenses have been brought under con- 
trol. 

“Then, too, it is possible to observe 
what the railroads are doing, from day 
to day. This is not the case with many 
other corporations in whose shares we 
deal. You can see the freight and pas- 
senger trains rolling along on the 
tracks. Carloadings are published 
weekly, earnings monthly, while the 
I C. C. tells you practically everything 
about the finances of the steam carriers. 
These things have an important bear- 
ing psychologically on prospective 
buyers of railroad stocks. 
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“When the people are convinced that 
business in this country actually is on 
the upturn you will see them buying 
railroad stocks and the whole situation 
will begin to look different. That will 
be the real turn.” 

While all stock market students will 
not fully agree with the foregoing 
statements, it must be admitted that 
many times in the past the situation has 
worked out as this observer indicated. 


Rail Heads Confident of Future 


Railway executives continue to assert 
with vigor and confidence that the steam 
railroads constitute the backbone of the 
transportation system of this country 
and, furthermore, that they will hold 
that position, notwithstanding the 
growing competition from motor truck 
and bus, private automobile, airplane 
and government-subsidized _ inland 
waterways. 

For more than two years our rail- 
roads have been in much the same posi- 
tion as the great horde of unemployed 


means cars, locomotives 
and all other facilities used in the han- 
dling of their business. There are 
plenty of cars and locomotives now to 
handle a considerably larger volume of 
both freight and passenger business. 
Many are in need of repair, but the 
needed repairs can be made quickly and 
rather inexpensively. 

Here is one illustration of what has 
happened in this connection and which 
is certain to be duplicated many times 
over as business revives in all the more 
important lines throughout the coun: 
try: 

The Wabash Railway serves Detroit 
and the surrounding area, in which the 
principal plants of the Ford Motor Co. 
are located. Some weeks ago the man- 
agement of that railroad was notified 
by the Ford people to have freight cars 
in readiness on given dates to haul the 
parts for the new 8-cylinder car to dis- 
tributing plants. This necessitated the 
repair of some cars, but the equipment 
was quickly placed in readiness for the 
new traffic. 

Filling this order meant more ma: 
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terials, more labor, more pay—some- 
thing toward back bills at the butcher's 
and grocer’s. Let the imagination play 
a bit and you will soon see what will 
happen in the way of better times all 
‘round as business improves further— 
and don’t forget what it will mean to 
the railroads themselves in increased 
trafic and earnings, and also in the 
prices for railroad shares. 

A further word about the condition 
of railroad equipment: On a recent 
date the railroads of the United States 
had 10,973 locomotives in good repair 
and in storage. Placed on the rails, 
steamed and oiled up, they will haul a 
large additional amount of freight and 
number of passengers. The number ac- 
tually in need of repair was only about 
14% of the total number of locomo- 
tives on the tracks. At that time 9% 
of the freight cars on line were out of 
order. 


No Fear of 1932 Car Shortage 


Maintenance of equipment has been 
cut heavily, as shown by the monthly 
statements of the railroads individually. 
Still, on short notice, they can furnish 
an additional number of cars and loco- 
motives to handle a substantially larger 
volume of traffic. There will be no car 
or locomotive shortage in nearby 
months, even if business 
should pick up more 
rapidly than is now gen- 
erally anticipated. This 
would be true in spite of 
the fact that only a strik- 
ingly small number of 
cars and locomotives were 
hought last year and put 
into service. 

We know now the pre- 

liminary results of the 
railroads for 1931. In 
general they were: A de- 
crease in operating reve- 
nues of 21% from 1930, 
aggregate returns being 
the lowest since 1917. A 
shrinkage in net railway 
operating income of $353,- 
760,181, or 40% off from 
the previous year, and 
from 1929, $743,499,442, 
or 58%. The rate of re- 
turn on property invest- 
ment last year was 1.98% 
the lowest since 1920 and 
M contrast with 3.36% 
for 1930 and 4.84% for 
1929. 


Preliminary net income 
statements of some of the 
largest systems for 1931 
Show serious decreases 
compared with the previ- 
ous year. In fact, the 
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losses were so serious as to cause cuts 
and omissions of dividends that had 
been paid regularly for years—some 
more than 50. This was true of both 
Chicago & Northwestern and Illinois 
Central. Those two roads fell short by 
over $6,000,000 and nearly $4,000,000 
respectively, of earning their fixed 
charges. Atchison returned for its 
common stockholders only $6.96 a 
share against $12.86 for the previous 
year. The dividend has been reduced 
from $10 to a $6 annual basis. Union 
Pacific net income was down from 
$15.63 a common share in 1930 to 
around $9 for 1931, but the dividend 
was maintained at the $10 annual rate. 
Southern Pacific earned only $1.20 
compared with $8.24 the year before. 
Dividend action has been deferred. 
New York Central made only 49 cents 
a share for its stockholders against 
$7.21 in 1930, and dividend action in 
this case was also deferred. Pennsyl- 
vania reported $1.51 against $5.48; the 
dividend was cut in half. B. & O. 
earned 56 cents a share in 1931 and 
$7.44 in 1930, and dividend payments 
on the common have been discontinued. 

Chesapeake & Ohio and Norfolk & 
Western were outstanding with respect 
to the balance of net income applicable 
to common stock last year. The former 
reported $3.47 against $4.44 in 1930 


Kuhler, Courtesy Schwarte Gitileries 


and the latter $14.39 compared with 
$21.96. But with a few notable ex- 
ceptions, the figures so far reported are 
discouraging. 

Gross and net for January were still 
worse than for December. More roads 
reported opefating deficits than for 
any month in any year since the pe- 
riod of depression following the World 
War. A still larger number reported 
deficits after fixed charges. Prelim- 
inary figures indicate that Class 1 
roads had consolidated net railway 
income of only about $11,713,000. 
For the first month of 1930 the 
amount was $34,341,000. Here was a 
decrease of 65.9%. Indicated gross 
earnings for January were $275,370, 
000 against $366,040,940 year before. 
In that year Class 1 railroads earned 
$531,000,000 net railway operating in- 
come. 


Some Gain in February Net 


It is neither fair nor reasonable, how- 
ever, to multiply the $11,713,000 re- 
ported for January of this year by 12, 
and assume that the total for the year 
will be only $140,556,000. 

February earnings, gross and net, for 
the Class 1 group as a whole, will be 
better than January, taking into ac- 
count the fewer number of working 

days. Still, they are cer- 
tain to compare unfavor- 
ably with February, 1931. 
There is little at the 
moment to indicate a sub- 
stantial picking up in 
trafic and earnings in 
March. 

But, even in normal 
years, earnings during the 
first three months gen- 
erally have been small and 
have given little idea of 
the final results for the 
full fiscal period. 

As a matter of fact, 
some railway executives 
are looking for a larger 
volume of business be- 
ginning about April. 
They direct attention to 
possibilities of a change 
for the better, believing 
that within a short time 
there may be a consider- 
ably larger movement of 
various important classes 
of freight. For instance, 
in recent weeks, cold 
weather, even for short 
periods, and only in some 
sections of the country, 
made the carloadings of 
coal come up rapidly and 

(Please turn to 
page 689) 
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NIAGARA HUDSON POWER CORP. 








Operating Income Shows Gain 
Reflecting Greater Efficiency 


Management Effects Many Economies and Goes Ahead 
with Expansion Program Despite Reduced Gross Rev- 
enues Resulting from Lessened Industrial Activity 


many American business men 

appears to be that a depression 
must be allowed to run its own course, 
and when lack of leadership has become 
a convenient excuse for one’s own fear 
of taking the initiative, it is refreshing 
to examine the work of the group who 
launched one of America’s great 
utility enterprises on the very brink of 
the most severe depression the world 
has known. Did not these men, all of 
whom had been identified with the 
growth and development of great 
utility organizations, foresee this period 
of depression?—or did they feel that 
such a time was the 


\ T this time, when the attitude of 


By Freperick J. McDermott 


leading to the organization of the 
Niagara Hudson Power Corp. may be 
traced from the time of the early ex- 
plorers, when one Joncaire, a French 
soldier, erected a wooden wheel at the 
upper rapids of Niagara Falls. This 
endeavor to harness the power of 
Niagara was followed by a similar at- 
tempt by Augustus Porter in 1805, be- 
fore the advent of electrical power. 
Beginning with Porter's undertaking 
there has been a continuous effort to 
utilize the power of the Falls, and we 
find such names as J. Pierpont Morgan, 
Jacob Schoellkopf (who started his en- 
terprise about the same time as the 


Porters), and others. As the world’s 
knowledge of electricity has grown, so 
have the achievements of these men 
grown. They have made one con- 
tinuous line of developments, and the 
dominating personality during these 
development stages was Schoellkopf. It 
is also interesting to note that the house 
of Morgan never lost its interest in 
these projects, and that the descendants 
of Schoellkopf are still the prime 
movers in this enterprise, together with 
the Carlisle interests. 

With the interest and support of 
such banking groups as Morgan, Bon- 
bright, and others a mighty network of 
utility development 
took place in New 








best for introducing 
another great enter- 
prise? Answers to 
these questions cannot 
now be given with 
any degree of satis- 
faction, but analysis 
of the progress of the 
Niagara Hudson Pow- 
er Corp. since its 
formation in June, 
1929, reveals the fact 
that this utility or- 
ganization has taken 
no stock in the theory 
that depressions must 
correct themselves, 
nor has it found rea- 
son or excuse for com- 
plaining about lack of 
national or industrial 
leadership 

The developments 
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TOTAL ELECTRIC SALES... 
Electric Customers, 


TOTAL GAS SALES......... 
Customers, Number... 


Trend of Operations 


ELECTRIC PRODUCTION (KWH) 
1931 1930 
4,690,089,511  6,037,336,472 
284,175,960 725 029,900 
987,143,919  1,129,980,326 


same time, these vari 
ous groups were ex’ 
panding in territories 
that in many points 
interconnected. The 


| York State. At the 


1929 
6,195,711,055 
1,026,870,852 
1,082,593,219 





5,911,409,390  6,892,316,698 


994,1 


natural sequence was 
the formation of the 
Niagara Hudson 
Power Corp. which, 
bringing these groups 
under one manage 


7,255,175,126 


801,025,323 
11,304,218 
458,882,481 
4,802,468 ,512 
943,221,059 





6,168,430,568 
637,882 


5,159,069,101 
Number.... 641,989 


GAS SALES (Cu. feet) 
6,193,048,300  6,145,999,900 
1,260,308,200  1,399,281,300 

816,810,300 1,032,473,000 
27,650, 30,306,900 


ment, not only placed 
them in a position to 
improve the service 
rendered in its pres 
ent territory but to 
prepare also for ex’ 


6,516,901,593 
624,427 


5,706,014,300 
1,508,281,300 
1,067,534,200 

26,062,700 





8,397,812,100 
942,788 


8,608,061,100 
940,118 


pansion into new ter 
ritories where they 
would form the ov 
cleus of a huge super 


8,307,892,500 
388,194 
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power system, covering the Atlantic 
seaboard or the entire Eastern part of 
the United States. So much for the 
early history and initial progress of this 
system. 

Much has been said concerning the 
expansion and development of the 
power systems which make up the 
Niagara Hudson Power Corp. It 
might be well to pause a while before 
discussing other phases of this enter- 
prise to study these plans and what 
they mean. At the time of its organiza- 
tion, this system extended east from 
Niagara Falls, through central New 
York State to Albany and Troy. From 
these points its lines extended north to 
Port Henry on Lake Champlain and 
suth along the Hudson to Binghams 
Mills. Its lines also travel from 
Niagara Falls, along the American 
shores of Lake Ontario, 


as compared with the preceding year. 

Another point which is generally 
overlooked, and which plays a rather 
important part in the operations of this 
corporation, is its gas manufacture and 
sales. This phase of its activities was 
not primarily important at the time of 
the Niagara Hudson Power Corp's or- 
ganization, but it is a potential of great 
profit at a later date. This is particu- 
larly true when we remember that the 
territory covered by the system is prob- 
ably the best in New York State for 
future development. 

Up to this point we find that the 
group who originated this huge project 
at the threshold of a serious depression, 
organized the largest electrical produc- 
ing system in the world, well intercon- 
nected, and covering the most promis- 
ing territory in the United States both 


to recommend to the stockholders’ 
annual meeting to be held April 12 
that the outstanding capital of the cor- 
poration itself be reduced from $277,- 
710,351 to $138,855,175, and that the 
number of shares be reduced from 277,- 
771,035 to 9,257,011, thereby giving 
the present stockholders one new share 
for each three shares held. At the 
same time the par value would be 
changed from $10 to $15. The reduc- 
tion of capital by $138,855,175 will be 
transferred to a special capital reserve. 
The three classes of warrants of the 
company now outstanding will be 
similarly adjusted to the new basis of 
capitalization. 

This decrease in the number of 
shares outstanding will not affect the 
stockholders’ equity because the re- 
duced amount of capitalization is to be 
set aside in a special capital 
reserve. This change in 





and the St. Lawrence River, 





into the Province of Que- 
bec, as well as from Niagara 
suth along the American 


Highlights in Niagara Hudson 


capitalization may prove 
moderately beneficial to the 
stockholders. In addition to 


shores of Lake Erie to Penn- 
ylvania. From these main 
lines, extensions cover a 
vast territory of Western, 
Central, Eastern and North- 
em New York State with 
connections into Canada, 
Vermont, Connecticut, 
Massachusetts and Pennsyl- 
vania. While the largest 
part of the power produced 
is derived from hydro-elec- 
tric plants, the system has 
several steam plants to sup- 
plement these facilities and 
can also purchase steam 
power from other com- 
panies through its intercon- 
nections. Such a system 
enables the corporation to 


. Territory Served 


. Plants 


. Operating Economies ... 


Government surveys indicate the 
greatest prospects for development 
and growth, 


Heavy diversified industrial con- 


» Type of commotion. npn with desirable proportion 


of residential, commercial and rural. 


mented by steam stations and in- 


ire cost hydro production supple- 
terconnections. 


System completely interconnected 
and about to be joined with the 
steam generated system of Consoli- 
dated Gas of New York. 


Despite a 1.7% decline in gross 
revenues during 1930, operating in- 
come increased 1% over 1930, indi- 
cating greater efficiency and econo- 
mies from improvements. 


Notwithstanding severe decline in 
industrial activity, company re- 
ported less than average decline in 





the money the corporation 
will have as a result of re- 
duced taxes, office and trans- 
fer expenses, there are other 
probable benefits. A higher 
market price range should 
foster a higher regard for 
the stock in the eyes of the 
general public and will also 
considerably increase its 
loan value. At the price of 
less than $10 a share, it is 
dificult to secure loans 
from banks or brokers by 
giving Niagara Hudson 
common stock as collateral. 
This is no reflection on the 
soundness of the issue or 
the company. It is a gen- 
eral policy of bankers and 


produce cheap electricity 
without the risks of inter- 





. Record in Depression : 


operating revenues. 





brokers not to accept for 
collateral stocks with a mar- 











ket value of less than $10. 





tupted service in case of a 
drought such as in 1930. 
Contrary to the opinion of many 
people, Niagara Hudson does not serve 
a strictly rural territory. The system 
etves the most densely populated dis- 
tricts of New York State and many 
industrial and manufacturing centers. 
Asa matter of fact, the system covers 
approximately 242 of the 264 different 
kinds of industrial enterprises classified 
by Government surveys. While the 
largest portion of its energy is sold to 
industrial consumers, the sales of the 
system are well proportioned to resi- 
dential, domestic, rural, commercial and 
industrial power. This is best illustrated 
by the fact that a heavy decline in in- 
dustrial power sales during 1931, was 
iImost entirely offset by small increases 
in other sales, and as a result there was 
only small decline in operating revenues 
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from the standpoint of cheap produc- 
tion; sales and future growth. What 
did they do with it? 

The same non-spectacular, progres- 
sive and constructive policy which char- 
acterized their previous work was con- 
tinued in the operation of the Niagara 
Hudson Power Corp. Although the 
financial structure is by no means in- 
tricate or involved, the management, 
immediately after organization was 
completed, stated that it would en- 
deavor to simplify the financial struc- 
ture of its subsidiaries. However, sub- 
sequent events in the financial world 
and general conditions made it advis- 
able to postpone these operations until 
more favorable opportunities were 
available. Still, as a means of economy, 
the directors, at their last meeting, voted 


There is also $25,000,- 
000 in notes carried as a liability in the 
balance sheet of December 31, 1931, 
and which must be taken care of by 
future financing when a favorable op- 
portunity presents itself. Whether 
the parent company will do the financ- 
ing, or whether some subsidiaries 
which are in a position to issue bonds 
will do it, depends on developments 
and general conditions, as well as on 
the plans to simplify the financial 
structure. 

The most important development to 
be expected as a result of the organiza- 
tion of the Niagara Hudson Power 
Corp. is the co-ordination, interconnec- 
tion and further expansion of its 
physical properties as well as its alli- 
ances with other interests. All of this 

(Please turn to page 692) 
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Investment Opportunities in 
Neglected Issues 


Selected by The Magazine of Wall Street Staff 


T is not perhaps curious that of all the stocks listed on 
i] our principal exchanges some have become the pace- 
setters of the market and continue constantly in the 
public eye while others have lacked this prominence. Yet, 
this is not to say that the most active and popular issues 
Their prominent position may 
be notoriety rather than fame. In some cases perhaps the 
marked attention given them may be attributed to the 
sponsorship of large banking interests, the publicity arising 
from a well-organized pool operation, or other cause which 
does not necessarily mean intrinsic merit. 

On the other hand, of the less actively traded stocks, 
investigation will reveal that many of them meet the high- 
est standards of soundness, while at the same time their 
activity marketwise is not too limited for most purposes. 
Marketability is of course an asset, but it is one of the least 


are always the soundest. 


the country who hag not at one 

time or another commenced his 
breakfast with Quaker Oats, Puffed 
Wheat, or something along similar 
lines manufactured by The Quaker 
Oats Co. Indeed, if the same state- 
ment were made to include a good part 
of the civilized world it would not be 
sadly in error. 

The Quaker Oats Co. was formed 
some thirty years ago for the purpose 
of acquiring a majority interest in the 
American Cereal Co., the manufac- 
turer of “Quaker Oats.” Later the 
entire business of this company was 
merged with that of the new one. Still 
later The Quaker Oats Co. acquired 
a two-thirds interest in the Anderson 
Puffed Wheat Co., which expansion 
was followed by the purchase of the 
Great Western Cereal Co., makers of 
‘“Mother’s Oats,” the Saskatoon Mill- 
ing Co. which became the foundation 
of the company’s business in western 
Canada, the Uncle Sam Macaroni Co., 
the Aunt Jemima Mills Co. and the 
Muffets Corp. In 1930 the Danish 
Ota Corp. having a well established 
packaged oats business in Denmark was 
purchased. From time to time Th 
Quaker Oats Co. has formed foreign 
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Quaker Oats Co. 








THE QUAKER OATS Co. 
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subsidiaries for the purpose of manu- 
facturing and selling its cereal products 
abroad. These are now located in 
England, France, Sweden, Germany 
and of course Canada. 

The company’s property comprises 
plants for the manufacture of rolled 
oats, cornmeal and feed. In addition, 
it possesses storage facilities for nearly 
15,000,000 bushels of grain and coun- 
try grain elevators having a capacity 
of nearly 4,000,000 bushels. 

That The Quaker Oats Co. has in- 
deed been a profitable investment hold- 
ing can be seen from its dividend record. 
The first disbursement on the common 
was made in 1906 at the rate of $2 a 
share. In following years this was 
gradually increased to $8, to $10, to 
$12, not to mention a flood of extras 
in cash, stock dividends of as much as 
50%, split-ups and numerous offers of 


important of considerations in the purchase of a security 


Among the stocks which may be characterized as un- 
warrantedly overlooked will be found those of long divi 
dend record, impressive earning power even in times of 
adversity, and strong current financial position. 
esteem in which they are held by discriminating investors 
is perhaps suggested by the fact that they command a 
price considerably in excess of the average price for listed 


The 


We have selected five stocks from this. group which com: 
mend themselves to shrewd buyers as possessing desirable 
investment qualities together with clearly defined possibili- 
ties of price appreciation. By their very nature, however, 
these securities appear more suitable for the long-term 
holder than for the in-and-out trader. 


rights to subscribe to both common and 
preferred stock. The present regular 
rate is $4 in cash annually, but the 
company has established a precedent 
for augmenting this with substantial 
extras every year. The most recent 
extra amounts to $3 a share and is 
payable April 15. 

The phenomenal increase in the dis 
bursements to stockholders is of course 
no more than a direct reflection of the 
company’s remarkable increase in earn 
ing power. For 1931, $8.22 a common 
share was reported, which compares 
with $7.01 for the previous year and 
$10.90 for 1929. Past irregularities 
in the company’s earnings may be at 
tributed to inventory adjustments. 

Outside of 702,000 shares of no-par. 
common stock, the capitalization of The 
Quaker Oats Co. consists solely of 
180,000 shares of 6% cumulative pre’ 
ferred stock of $100 par value. There 
is no funded debt and the company 
possesses cash and marketable securities 
totaling some $21,000,000. The ratio 
of current assets to current liabilities 
is nearly 7 to 1. 

The best market in which to buy of 
sell the common stock of The Quaker 
Oats Co. will be found in Chicago. 
The issue is currently quoted aro 
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$100 a share to yield 7% on the $4 
regular dividend and the extra of $3. 
While the stock is not particularly 


cheap on the basis of present earning 
power, the depression proof character 
of the company’s business, its excellent 


we 





current financial position and its un- 
excelled past record are factors which 
weigh heavily in the other direction. 


Pacific Telephone & Telegraph Co. 


rect voting interest in a subsidiary 

of the giant American Telephone 
® Telegraph Co. Pacific Telephone 
& Telegraph Co., however, is among 
the exceptions, for more than 17% of 
its common stock and 21% of its pre- 
ferred stock is outstanding in the hands 
of the public. Both issues enjoy the 
right to vote. 

At the end of 1931 the number of 
telephones owned and operated by the 
Pacific Telephone & Telegraph Co. to- 
taled 1,638,633, while at the same time 
there were 328,511 additional con- 
nected instruments owned by other 
companies or individuals, making a to- 
tal of 1,967,144 telephones in the terri- 
tory served. This figure represents a 
net loss of nearly 21,000 telephones 
during the year and may be attributed 
entirely to the effect of depression. 

In view of this and also the fact that 
a communications company of this kind 
cannot curtail either long-planned ex- 
pansion nor the expenses of operation 
beyond a certain point, it is surprising 
that last year failed to interrupt a long 
record of increases in net income. Yet, 
this is what happened. Net income of 
$18,807,575 was reported for 1931, 


[’ is rarely possible to obtain a di- 


domestic tobacco company the trail 
almost invariably leads back to the 
dissolution of the American Tobacco 


[' looking up the history of any 


Co. in 1911. The case of the George 
W. Helme Co. is no exception. In 
accordance with the court decree the 
company was formed to take over part 
of the business of the American Snuff 
Co., the latter being the snuff depart- 
ment of the American Tobacco Co. 
Considering that the Helme com- 
pany was pushed out into a cold world 
to carry on a business which most peo- 
ple believed to be upon the verge of 
extinction, it has done remarkably well 
for itself. Dividends were initiated on 
the common stock in 1912 at the rate 
of $5 a share. In the next year double 
S amount was paid, while in 1922, 
following further increases, a 50% 
stock dividend was distributed. In 
1923 the common stock was split 4 
for 1, after which there was a still 
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compared with $17,652,356 for the 
previous year. These figures are equiv- 
alent, after dividends on the preferred, 
to $7.69 and $7.05 a common share, 
respectively, based in both cases on the 
1,805,000 shares of common stock out- 
standing: 

Outside of this common stock which 
is of $100 par value, the company’s 
capitalization consists of 820,000 shares 
of 6% cumulative preferred stock also 
of $100 par value. Long-term debt, 
including mortgages, notes and ad- 
vances from “system” corporations, 
was just short of $96,000,000 at the 
end of last year. Incidentally the 
company’s bonds are highly esteemed 
among investors, for fixed charges have 
been covered in each of the past five 
years between three and four times 
over. 
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further steady increase in the cash divi- 
dends paid. The present regular an- 
nual rate is $5 a share, but the com- 
pany is accustomed to distribute $2 ex- 
tra every year. On the basis of a $7 
dividend the present market price for 
the stock of about $70 a share affords 
a yield of 10%. 

The capitalization of the George W. 
Helme Co. is quite simple. It consists 
solely of 40,000 shares of 7% non- 
cumulative preferred stock of $100 par 
value, followed by 240,000-shares of 
common stock of $25 par value. There 


While the capital stocks of the Pa- 
cific Telephone & Telegraph Co. are 
listed in San Francisco and Los Angeles 
as well as on the New York Stock Ex- 
change, they are not particularly ac- 
tive anywhere. The common is cur- 
rently quoted around $100 a share to 
yield 7% on the regular $7 dividend 
being paid. 

This may be considered an excellent 
return in view of the issue’s high cali- 
bre, more particularly as the company 
operates throughout California, Wash- 
ington, Oregon, Nevada and Idaho, a 
territory which is likely to continue to 
grow at a rate faster than that of the 
country as a whole. 

Furthermore, outside the prospects 
of increased business brought about by 
a growth of the population in the ter- 
ritory now served, there are the profits 
which may be expected to accrue 
eventually from greater use of the 
radiotelephone. The’ Pacific Telephone 
company inagurated a service with 
Hawaii at the end of last year and it 
will indeed be surprising if this is not 
extended in the comparatively near 
future to Japan, China, New Zealand, 
the Union of South Africa and even 
Russia. 


is no funded debt nor bank loans of 
any sort. The company’s financial po- 
sition is a strong one. As of December 
31, 1931, it possessed sufficient cash 
and Government securities to liquidate 
all current liabilities including all tax 
and other reserves with a wide margin 
to spare. 

The earnings record is remarkable 
for its stability. In no year since the 
split-up in 1923 have the annual per 
share earnings ever dropped below 
$7.50 and never have they been above 
$8.60. For 1931, the company re- 
ported earnings equivalent to $7.78 a 
share, compared with $8.54 for the 
previous year. 

The stability of earning power may 
be considered a direct reflection of the 
steady demand for snuff. The use of 
snuff has not, of course, shown the phe- 
nomenal gain of the cigarette. It has, 
nevertheless, increased gradually and 
consistently. Moreover, the demand 
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appears to rest on the firmest of all 
foundations. In most users the taking 
of snuff is a long practised habit which 
needs no advertising nor other stimu- 
lus savoring of the artificial to main- 
tain it. 


National Lead Co. would carry 

one back perhaps as much as 150 
years. The present company can boast 
of a life of more than forty years. 
While age in itself does not necessarily 
mean vigor and prosperity the National 
Lead Co. over a long period of time has 
gradually achieved an enviable position 
in the manufacture of lead and tin- 
based products, and there is as yet no 
sign whatsoever of senility. 

Operations are carried out both 
directly and through subsidiaries do- 
mestic and foreign. Products include 
many painting materials, of which 
white lead, red lead, linseed oil and 
flatting oil are among the most impor- 
tant. The company also makes bab- 
bitt, and other metals for bearings, 
solder, lead pipe of all sorts, printers’ 
metals, lead oxides and scores of other 
lead and tin products. Painters’ ma- 
terials are marketed under the trade 
name “Dutch Boy.” 

The National Lead Co. mines and 
smelts very little of the metal it uses, 
although it is financially interested in 
such well-known organizations as the 
Patino Mines of Bolivia. It may seem 
curious perhaps that a company which 
is one of the greatest lead and tin con- 
sumers of the world should not have 
acquired greater raw material resources, 
but a moment's glance at the depths to 
which all mining companies seem to 
fall periodically provides a more than 
reasonably valid reason for this policy. 

National Lead’s capitalization is 


G Nation for the beginnings of the 


Under these conditions it would 
seem that the George W. Helme Co. 
need fear no sudden slackening in the 
demand for its products. In order to 
continue prosperous it has merely to 
do about its usual share of the avail- 


> 
ae cal 


National Lead Co. 








NATIONAL LEAD Co. 


DOLLARS EARNED 











quite simple. It consists of $24,367,- 
600 in 7% cumulative preferred “A,” 
$10,327,700 in 6% cumulative pre- 
ferred “B” and 309,831 shares of $10- 
par common stock. There is no funded 
debt. While earnings have shown con- 
siderable irregularity, the trend has 
been distinctly upwards. The peak 
was reached in 1929 when earnings on 
the common were equivalent to $25.49 
a share, based on the present capitaliza- 
tion. From this point the earnings 
dropped to the $5.48 a share reported 
for 1931. Even this, however, was 
sufficient to cover the regular dividend 
of $5 a share on the common with 
something to spare. In November an 
extra of 25 cents was declared with the 
suggestion that stockholders employ it 


for relief purposes. On the basis of a | 


$5 dividend the stock yields slightly 
less than 512% at the present price of 
about $92 a share. 

National Lead Co. closed 1931 in 
strong financial position. Total current 
assets were in excess of $33,000,000; 
current liabilities amounted to less than 
$4,000,000. 

The company is conservatively man- 
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able business and refrain from cut- 
throat competition with its rivals. The 
most convincing evidence that this will 
be achieved is to be found in the com- 
pany’s enviable, albeit unspectacular, 
past record. 


aged. The president, E. J. Cornish, is 
one of the industrial executives of this 
country who kept his head during the 
over-optimistic phase that preceded the 
speculative collapse of 1929 and the 
business recession that followed. In 
April. 1929—six months before the 
stock market’s spectacular crash—dur- 
ing a discussion of general business and 
credit, he publicly commended the Fed- 
eral Reserve Board for its attempts to 
curb the misuse of credit in specula- 
tion. In February, 1930, immediately 
after his company had enjoyed its 
record-breaking year, Mr. Cornish 
stated that the wheels of industry were 
not turning as fast as they might and 
for this reason the directors, being un- 
certain as to what constituted “normal” 
earning power, had declared a moderate 
extra dividend, instead of raising the 
regular rate. He has also stressed his 
belief that it is not ethical for a com- 
pany to trade in its own stock, and any 
National Lead stock held by the com- 
pany is for resale to employees in order 
to promote thrift. Incidentally, he re- 
cently stated that his company’s stocks 
were undervalued at present prices. 

Co-operating with the president are 
the officers and directors of the com- 
pany, most of the former having started 
with National Lead at salaries of less 
than $100 a month. An investor in 
such a company may well feel assured 
that he will receive a fair share of 
whatever profits may be realized as a 
result of cool, level-headed manage- 
ment. 


New York Steam Corp. 


the United States whose sole 

business is the manufacture and 
sale of steam. Perhaps the best known 
is the New York Steam Corp., a 
company dating from 1880 and en- 
gaged, as its name clearly implies, in 
the distribution of steam in New York 
City. 

The advantages of buying steam 
from a central generating station are 
many. It makes it unnecessary for 
boilers to be installed in buildings. No 
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coal trucks block the street and the 
smoke, dirt and ashes are in a place 
where they can be handled efficiently, 
Moreover, the fact that a building 
needs no central heating equipment 
leaves just that much more rentable 
space. It is of course in congested 
areas only that these points become 
vitally important, for the cost of lay- 
ing street mains and maintaining them, 
to say nothing of the generating equip 
ment itself, is expensive. Nevertheless, 
it has been estimated in certain cases 


that an organization like the New York 
Steam Corp. can supply steam for heat- 
ing, cooking and power purposes some: 
times for as little as half what it would 
cost an individual building to generate 
it. 

New York Steam’s operations are 
carried out in two distinct zones. The 
first of these has as its center the 
3rand Central Terminal and stretches 
northward as far as 89th Street and 
to the south as far as 27th Street. This 
is served by three of the companys 
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own plants located on the East River 
and also by steam purchased from the 
New York Edison Co. The second 
zone is that part of Manhattan Island 
which lies south of Chambers Street. 
It takes in all the financial center and 
is served by the Burling Slip station 
located at the east end of John Street. 

At the present time the two zones 
are operated independently, but it 
hardly seems likely that much time will 
elapse before they become one, for the 
territory served in the mid-town area 
is gradually being extended south and 
the down-town section is gradually 
moving north. When they eventually 
join it should mean much in economy. 
In the summer months, when compara- 
tively little steam is needed, perhaps 
one or more stations could be closed 
down entirely and the whole load 
thrown on those that remain. 

That New York Steam Corp. has 
been successful can be seen from the 
company’s record of earnings. Both 
gross and net income have grown 
steadily since 1924. For last year the 
company reported a profit equivalent 
to $3.83 a share of common stock, com- 
pared with only $2.95 a share in the 
previous year. 

This showing is the more commend- 
able when consideration be given to 
the fact that this winter in New York 
has been exceptionally mild and na- 
turally less steam has flowed through 
the company’s meters than would do so 
under normal conditions. Further- 
more, the depression has acted to cur- 
tail office forces so that the percentage 
of unrented office space has risen. 
There is also more vacant space in 
apartment houses than usual. Both of 
these factors have tended to decrease 
the demand for steam. 

New York Steam’s capitalization 
comprises two issues of $100-par 
preferred stock aggregating nearly 
$10,000,000, which are followed by 
360,000 shares of no-par common 
stock. Funded debt at the end 
of last year was slightly in excess 
of $19,000,000, in addition to which 
accounts and notes payable amounted 
to some $9,000,000. It was to fund 
the latter that the company has ap- 
plied to the New York Public Service 
Commission for permission to issuc 
$10,000,000 in 514%: first mortgage 
bonds at not less than 95% of face 
value. There should be no difficulty in 
slling an issue of this sort, for the 
present price of the company’s old 
bonds suggests a high credit standing. 

€ past one or two years have been 
_ Nery important in the life of the New 
York Steam Corp. Among the con 
tracts obtained has been one to supply 
‘team to all Federal buildings on the 
island of Manhattan. Others arrange 
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for steam to be supplied to the Penn- 
sylvania Railroad Station, the Pennsyl- 
vania Hotel and also the immense Radio 
City project now under way in mid- 
town New York. As more and more 
construction is done without even pro- 
viding for the generation of steam it 
would seem that a well-managed or- 
ganization providing it can hardly fail 
to enjoy a prosperous future. More- 
over, in contrast to a previous state of 
affairs, New York Steam is protected 
against fluctuating coal prices, because 
contract prices for steam now vary in 
— with the quotations for this 
uel. 


There is also the prospect that the 
corporation’s operating efficiency will 
continue to improve. This applies not 
only to the actual production of steam 
but to its distribution as well. Last 
year the quantity of steam delivered to 
the mains for each pound of coal con- 
sumed increased nearly 512%. Dis- 
tributing economies will be accom- 
plished as more buildings tap into ex- 
isting mains. 

The common stock of the New York 
Steam Corp. which is currently selling 
on the New York Curb Exchange 
around $51 a share yields slightly more 
than 5% on the regular annual divi- 
dend basis of $2.60. Control of the 
company rests with the Consolidated 
Gas Co. of New York which owns 
some 74% of the outstanding stock. 
This, however, might likely prove more 
advantageous than not. In the event 
that Consolidated Gas should desire 
full control, holders of the minority 
stock would find themselves in a post- 
tion to profit. 











ing their selections from this list. 


Div. Rate 
$ per Share 


Norfolk & Western 4 (N) 
Union Pacific 


Atchison, Top. & S. Fe........ 5 (N) 


Pacific Gas & Elec. Ist 1% (C) 
New York Steam Corp 7 (C) 
So. California Edison ‘‘B’’.... (C) 
Public Service of New Jersey. 
New York Steam Corp 6 (C) 
North American Co 3 (C) 
Amer, Lt. & Traction (C) 
North Amer. Edison 6 (0) 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 
Philadelphia Co. 3 (C) 
United Corp. (C) 
Columbia Gas & Electric ‘‘A'’ 6 (C) 
American Water Works & El. 6 (C) 
National Pr. & Light......... 6 (C) 


Procter & Gamble (2nd) (C) 
—— (E. I.) de Nemours 
e 


Stand. Brands, Inc., 

Allied Chem. & Dye 

Mathieson Alkali Works 

Hershey Conv. 

Diamond Match 
Colgate-Palm.-Peet 

General Cigar 

General Mills 6 
Commerc. Investm. Trust Ist. 614 
Lorillarf (P.) Co. ..... Sosuuees 7 
International Nickel 

Ourtis Publishing 


C—Cumulative. N—Non-cumulative 
(a) After Feb. 1, 1984. 








Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
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§ Earned on all pfd. stocks. 
t On combined preferred, 
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182.20 
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F. W. WOOLWORTH CoO. 





Adjusting:Business Policies to 


Changing Conditions 


New “5-10-20” Plan, Second Radical Change from Found- 
ers Methods, Adopted to Accelerate Earnings Expansion 


most successful and best known 

American corporations are now 
selling at prices which, in comparison 
with 1929, can scarcely fail to whet 
the average investment appetite. Buy- 
ing such stocks is certainly less dan- 
gerous than placing one’s funds in un- 
tried ventures, but they nevertheless 
present a hazard which too few buy- 
ers recognize. The danger is that a 
glamorous past record may obscure 
present and future difficulties which 
threaten retardation. It is one thing 
to strike it rich in American business 
and another to keep permanently 
ahead in the race under the stress of 
ever-sharper competition. 

It is from this questioning, yet un- 
biased, point of view, that investment 
analysis is herewith undertaken of the 
F. W. Woolworth Co., whose red- 
front “5-and-10” stores for fifty years 
have been familiar to most Americans 
and have in recent years become fa- 
miliar to millions of shoppers in Eng- 
gland and Germany. 

It need hardly be said that Wool- 
worth is one of our premier companies, 
that it constitutes a romance of mer- 
chandising success and that its stock in 
the past has been a vertible bonanza 
for shareholders, both in its income 
yield and its very wide market 
appreciation. 

Unquestionably the investment at- 
traction of the stock has been vastly 
increased by the fact that depression 
and the general deflation of security 
values have cut its bull market quota- 
tion more than in half during a period 
in which there has been by no means 
any such comparable change in the 
actual affairs of the company and in 
which, indeed, earnings have shown 
pronounced and ccnsistent stability. 

Yet inspection of that  carnings 
record suggests, almost at a glance, that 
the Woolworth picture had begun to 
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The Woolworth Bldg. 


change significantly as early as 1927 
and that the subsequent bull market 
inflation of the stock represented an 
inaccurate appraisal either of current 
results or of prospects. Without doubt, 
a substantial general advance in the 
level of security prices will mean more 
or less advance for Woolworth. Such 
a prospect, together with demonstrated 
stability of earning power under pres- 
ent adverse conditions, may soundly 
justify accumulation of the stock by 
investors interested in cyclical fluctua- 
tion, rather than in permanent hold- 
ing. 

Other things being equal, however, 
the deflated quotations of depression 





offer the widest opportunity in stocks 
of those companies which appear to 
have reasonable possibilities of dy- 
namic future expansion in earning 
power, for a doubled profit offers 
much more tangible basis for expecta- 
tion of a doubled market appraisal 
than can the hope of a future general 
inflation. 

As for the possibilities inherent in 
Woolworth, it is worth noting, first, 
that this enterprise is not now follow- 
ing, and has not for the past five years 
followed, the curve of profit expan- 
sion experienced in earlier years. For 
various reasons, particularly increas- 
ing competition of other chains, its 
earnings from domestic stores have 
tended since 1927 to flatten out and, 
in fact, actually to decline in profits 

_ per store. For an even longer period 
the ratio of profits to property invest- 
ment has tended to decline. 

This, of course, does not mean that 
all growth possibilities for Wool- 
worth are ended. It does mean that 
the conditions confronting it have 
changed over the years. It indicates 
the development of problems which 
impose a harder task upon the man- 
agement and which must be sur: 
mounted by changing managerial 

policy, as far as possible, to meet new 
conditions. 

On the favorable side, it must be 
emphasized that the past five years of 
increasing difficulty in finding profit 
from domestic store sales have found 
the Woolworth management fully 
alive to the demands facing it. The 
company has not supinely accepted its 
situation, but has taken active steps to 
improve that situation along new lines. 

This has involved two broad changes 
of the original policy. The first of 
these was the venture into foreign 
fields, particularily England and Ger- 
many. The British Woolworth stores 
in recent years have expanded rapidly 
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in number and in aggregate profit, con- 
tributing at a promising and increasing 
rate to the parent company’s profits. 
This chain has not yet reached a static 
level with its 458 stores, but prospects 
of expansion in the British Isles are, 
naturally, not unlimited. Little in- 
formation is available as to current 
profits of the sixty-nine stores now be- 
ing operated in Germany, but the 
character of the country would seem 
to offer room for substantial future 
expansion. Similarly, future penetra- 
tion of the Scandinavian countries, and 
of other countries in which a domestic 
supply of Woolworth merchandise is 
available, may be taken for granted. 
These prospects tend to an important 
extent to offset the retarded growth 
factor in the United States, in Canada 
and in Cuba. 

The second change of policy, just 
inaugurated, puts Woolworth merchan- 
dise out of the strict “5-and-10” price 
range for the first time in the history 
of the enterprise and hence represents 
by far the most significant effort that 
the company is now making to preserve 
and expand its dominance in the field 
of low-price merchandising. 






















Ana Now It’s “Five-Ten-Twenty” 






As a result of an exhaustive survey 
of conditions, taking full account of 
competition, the company is at this 
writing introducing merchandise up to 
a 20-cent price limit in 







crease in sales forces and, of course, 
will not affect such factors as rent, 
light or heat. In short, the scope of 
the business will be importantly wid- 
ened with virtually no change in over- 
head. 

The new goods to be handled will 
cover a wide range and should espe- 
cially increase Woolworth sales of 
china, glassware, hardware, dry goods 
and other home wares. The objective 
is new items, rather than variations of 
old ones. 

In view of the great shrinkage of 
commodity prices in the past two years, 
the 20-cent price range will permit 
Woolworth to deal in a far broader 
line than ever before and, therefore, 
should substantially change its competi- 
tive relations. That competition had 
been growing ever more effective is 
shown both by a retardation in Wool- 
worth profits per store in recent years 
and by the substantial growth of such 
chains as Kresge, Kress, McCrory, 
Grant, McLellan and Newberry. 

Among the more important of these, 
Kresge is a “5-and-10” chain, Kress a 
“5-10-25” chain, while Grant and 
Newberry items range up to $1. 
Whether any of them, particularly 
Kresge, will make any move to offset 
higher Woolworth prices remains to be 
seen. In some instances chains with 
the $1 maximum have used exception- 
ally low prices, even non-profit prices, 
on cheaper items to attract bargain- 











cal volume of merchandising turnover. 

Up to 1927 operating profits of do- 
mestic stores increased at a faster rate 
than sales, the total mounting from 
$9,775,000 in 1920 to $26,568,000 in 
1927. In 1928 it receded to $25,837,- 
000, in 1929 to $24,765,000, in 1930 
to $22,716,000 and in 1931 to $19,- 
229,702. Profit on sales likewise 
reached a maximum in 1927 at 9.74%. 
By 1930 the percentage receded to 7.85 
and for 1931 was slightly less than 7%. 


Income Not All From Merchandising 


The Woolworth income, however, is 
not confined to domestic store opera- 
tion. Additional items include net 
rental income, undistributed‘ earnings 
of subsidiaries, income from securities 
owned (under which item is carried 
income from foreign stores) and “inter- 
est.” Increases among these items in 
recent years have tended to offset de- 
clining profits in domestic store opera- 
tion and to lend stability to total net 
income, which was $35,350,474 in 
1927; $35,385,606 in 1928; $35,664,- 
252 in 1929, and $34,736,250 in 1930. 

Total income reported for 1931 set 
a new high of $41,348,795, but this 
was accounted for by a special profit 
of $9,977,452 on sale of securities 
through public offering of shares of the 
British subsidiary, in which, however, 
Woolworth continues to hold a ma- 
jority stock interest. 

The company’s current 











100 of its stores, situated 
chiefly in the South, 
Southwest and West. 
This undertaking is not to 
be considered as an ex- 
periment, for the present 















expansion of this field. 











Woolworth plans appear 1980 
to call for adoption of 1929 .. 
this policy in a majority 1928 .. 
of, if not all of, its 1,903 1927 
domestic stores, possibly 1926 
by July. 1925 .. 
The change of price 1924 
policy is not an abandon- 1928 
ment in any sense of the 1922 .. 
“S-and-10” field. It is, 1921 .. 
rather, a supplementary 1920 .. 





= position was strengthened 

during 1931, working 

Twelve Years With Woolworth capital advancing to $53,- 
si itis ‘iia 568,230 from $51,828,918 

Sales Common Dividends in 1930. There was a 

ae $282, 669,576 $41,348,795 $42,900,000 gain of $5,952,380 in 
atiketibe 289,288,605 84,736 250 23,400,000 cash to a total of $23,- 
sags 303,047,172 95,664,258 23,400,000 207,082. Inventories were 
Ltn 287,818,720 35,385,606 19,500,000 valued at $32,387,435, a 
iaxeteens 272,754,045 35,850,473 19,500 000 decrease of $997,979. 
na 258,645,124 28,204,928 15,600,000 Total current assets were 
“ARSE 239,082,946 24,601 764 7,800,000 $60,321,630, as compared 
eee ee 215,501,187 20,669,397 6,500,000 with current liabilities of 
<bieeOede 198,447,010 20,698,180 5,200,000 only $6,753,400. Prop- 
ae 167,319,265 17,624,399 6,500 000 erty account, after de- 
eee 147,654,647 18,022,960 5,200,000 preciation, was valued at 
Napanee 140,918,981 8,971,751 4,600,000 $57,505,774. Surplus at 
the close of 1931 

amounted to $67,853,122 











After the plan is fully 
adopted, it is expected 
that approximately 80% of the Wool- 
worth merchandise will be within the 
J-cent and 10-cent range, as at present, 
and 20% in the higher range. 

The new lines will not involve any 
additional selling expense. Like the 
present Woolworth inventory, they 
will be goods that sell themselves. Dis- 
play space will be made for them 
through a greater concentration of the 
existing displays and without enlarging 
facilities. The plan will involve no in- 
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hunting customers into their stores. 

Woolworth’s domestic record over 
the last twelve years shows a consistent 
period of progress from 1920 to 1927. 
With a steady increase in number of 
stores operated, sales increased from 
$140,919,000 in 1920 to a maximum of 
$303,047,000 in 1929. The figure de- 
clined to $289,289,000 in 1930 and to 
$282,669,576 in 1931. This change 
reflects the decline in commodity 
prices, rather than a recession in physi- 


and total assets to $175,- 
865,391. The surplus item showed a 
moderate decline, due chiefly to pay- 
ment by the company during the year 
of dividends in excess of earnings. 
Dividends amounted to $42,900,000, or 
$4.40 per share, of which $2 was an 
extra. 

With the exception of $3,437,500 
real estate mortgages, Woolworth has 
no funded debt, capitalization consist- 
ing simply of 9,750,000 shares of $10 

(Please turn to page 694) 
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The Industry That Revives When 
Other Business Lags 


Production Costs Drop as Labor and Commodities Fall, but 
Money Value of Gold Remains at $20.67 an Ounce—Yet Few 
Mines Operate at a Profit and Investors Must Be Cautious 


human desires. Men have un- 

dergone incredible hardships in 
search of it. Souls have been bartered 
for it. Misery, torture and even sud- 
den death can be directly attributed to 
the greed which it inspires. 

To possess gold is to possess power. 
Look at France. Are the people of 
that country any cleverer than others? 
Are their natural resources any greater 
than those of others? Certainly not. 
Yet, the hoard of gold in the vaults of 
the Bank of France lately has proved 
capable of greater coercive force than a 
million armed men. 

Is it any wonder then with such a 
background that the mining of gold 
should be a matter of general interest. 
This is particularly so in times like the 
present when the operation becomes 
more profitable than ever. Labor costs 
and the price of supplies have declined. 
Manufacturers of machinery, with 
other mines closed or buying no new 
equipment, are more willing to make 
price concessions to buyers of mine 
devices and mill- 


( he is the embodiment of most 


By J. C. CLIFFORD 


in many cases higher than they were 
in the bull market of 1928 and 1929. 
For the same reason the flotation of 
worthless gold mining securities has 
steadily increased, although they have 
done less damage than usual owing to 
the suspicion with which the public is 
regarding all securities, whatever their 
merits, at the present time. 


Gold the Only Fixed Price Commodity 


This is not to deny, however, that 
there are sound companies in the field. 
As a matter of fact there are a number 
of them which fall into this category. 
But let us first examine the business 
itself in greater detail. Like the metal 
it is unique. Production is controlled 
by factors entirely dissimilar from those 
controlling any other mining or manu- 
facturing operation. The finished prod- 
uct sells no more readily in prosperity 
than in depression. There is neither 
marketing problem nor inventory prob- 
lem. It is business whittled down to its 
simplest form. The only thing which 


matters is the per ounce cost of pro- 
ducing the metal. 

In some parts of the world the 
expense of operating a mine will 
naturally be higher than in others. A 
mine situated in the wastes of Alaska 
would naturally cost more to run than 
a similar mine in the Dakotas or South 
Africa. It is for this reason that loca- 
tion is such an important factor in the 
worth of any gold mine. 


Contrary to general belief gold is 


not particularly scarce. It is in fact 
quite widely distributed, although un- 
fortunately perhaps, while rich veins 
and nuggets are sometimes found, most 
_of the yellow metal in these times is 
coming from relatively lean rock and 
placer deposits. The discovery of the 
cyanide process of gold recovery about 
forty years ago made possible the com- 
mercial exploitation of ores heretofore 
regarded as too low grade to warrant 
treatment; as a result, about half of the 
gold produced in historic times has 
been turned out since 1902. The larg: 
est commercial deposits now in produc- 
tion are in the 
Transvaal, in Can- 





ing equip ment. 
Through all this 
the price of gold 
has remained con- 
stant. It com 
mands as always 
$20.67 an ounce. 
In a word, depres- 
sion means that the 
margin of profit in 
gold .mining - has 
increased. Depres- 
sion is, in fact, a 
“gold boom.” 

It is for this rea- 
son that gold min- 
ing stocks are now 


Company 
Alaska Juneau 
Dome Mines 








McIntyre Porcupine .... 


Important Gold Mining Stocks 


Average 
Grade Production 1929 Price Range 
of Ore Costs —- 
(per ton) Perounce High Low 
10% 4% 14 


$15.06 
10.59 11% 6 11 
13,15 9% 8% “ 
10.90 93 65 122 
11.40 23% 12% 16 
6.06 10% 4 4 


Price 


* Recently payable in Canadian funds. ¢ Plus extras. 


Current 


ada, in the United 
States and in Rus- 
sia. The bulk of 
Canada’s, the 
Transvaal’s, and 
Russia’s output 
comes from mines 
worked _ primarily 
pie oe for the gold con: 
— | tent of their ores. 
—. | -In some other 
we 8 | countries, the mine 
output of gold is 

| chiefly from de- 

| 

| 


Divi- 
dend 


$0.50 3.6 


Yield 
% 





velopments main- 





tained primarily 





672 


THE MAGAZINE OF WALL STREET 





for th 
value. 


No D 
Als 


the w 
appro: 
in go 
to 19 
labor 
rising 
war 1 
sion | 
the b 
even 
war. 
of go 
year, 
the d 
unqu 
tribu' 
large: 
years 
alone 
gold 
765, ( 
1920 
660, 
1931 
year 
seco! 
tione 
first 
Trar 
coun 
half 
new 
now 
than 
Can 
last 
10% 
proc 
N 
deve 
resel 
and 
and 
two 
Kirk 
ditic 
new 
pect 
und 
it sé 
proc 
pros 
encc 
mer 


“do 








for the production of metals of lesser 
value. 


No Decline in World’s Ore Reserves 


Also contrary to popular impression, 
the world’s known ore reserves are not 
approaching exhaustion. The decline 
in gold production in the years prior 
to 1923 was due to the dislocation of 
labor incident to the World War, the 
rising costs of production occasioned by 
war inflation of prices and the diver- 
sion of adventurous prospectors from 
the business of hunting for gold to the 
even more adventurous occupation of 
war. Since 1923, the world’s output 
of gold has increased practically every 
year, and the 1931 increase, to which 
the deflation in labor and material costs 
unquestionably con- 








thought non-commercial. Not only 
treatment processes but also lower labor 
and material costs are contributing to 
this end. The gold content of the ma- 
terial mined at the Alaska Juneau prop- 
erty averages about 91 cents a ton, yet 
the cost of production there is only 
about $15 an ounce. The gold con- 
tent of Copper Mountain in Cali- 
fornia is only about $1.26 a ton and 
gold is being produced at a cost of 
about $13.41 an ounce. On the other 
hand, Ashanti on the African Gold 
Coast with ore values of $24.18 a ton 
has not been able to get costs under $8 
an ounce. Some of the Canadian mines 
like Lake Shore, Teck Hughes, and 
Dome are producing gold at a cost of 
less than half of its market value from 
ores averaging as low as $7 a ton. 





lished record and an assured future is 
as sharp as the cliffs of the Grand Can- 
yon. Only a step divides the purchaser 
of gold mining stocks from the depths 
below. There is no middle ground. 

It has been often said that more 
money has been put into the ground 
than has been taken from it. This state- 
ment applies very emphatically to the 
business of obtaining gold, for the per- 
centage of failures in this field is higher 
than in any other. The betting odds 
against the man who speculates in the 
shares of “prospect” companies has 
been proved so heavy that a certain 
well-known economist came to the con- 
clusion that taken as a whole the busi- 
ness of producing gold always is con- 
ducted at a loss. Only the exceptional 
company makes money. And _ yet, 
the simile for a pros- 
perous, commercial 





tributed, was the 
largest in many 
years. Canada, 
alone, increased her 
gold output from 
765,007 ounces in 
1920 to about 2,- 
660,000 ounces in 
1931, rising last 
year from third to 
second place in na- 
tional output for the 
first time. Only the 
Transvaal, which ac- 
counts for about 
half of the world’s 
new gold annually, 
now produces more 
than Canada. The 
Canadian output 
last year was around 
10% of the world’s 
production. 

Most of Canada’s 
developed gold ore 
reserves are in the provinces of Ontario 
and Quebec, especially in the former; 
and most of the production comes from 
two districts, the Porcupine and the 
Kirkland Lake camps. With the tra- 
ditional energy of the population of a 
new country, however, Canadian pros- 
pectors are reaching out into new and 
undeveloped territory. Sooner or later 
it seems probable that important new 
productive areas will be located, for 
prospectors’ surveys have found most 
encouraging surface indications at nu- 
merous points. Furthermore, the term 
“doodle bug” when applied to a geo- 
physical device is not being used quite 
so derisively as was formerly the case. 
These instruments now definitely prom- 
ise to remove some of the risks of un- 
derground exploration and might easily 
be the means of adding tremendously 
to the world’s known gold reserves. 

As already noted, some of the ore 
now mined is of a grade formerly 
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Surface Plant of Homestake Mining Co. at Lead, S. D. 


After a company has succeeded in 
developing large known ore reserves the 
business of gold production ceases to be 
so highly hazardous, and becomes more 
or less of a manufacturing proposition. 
This makes the shares of concerns own- 
ing developed properties much less 
speculative than those of prospects, 
even placing them theoretically in a bet- 
ter investment position than stocks rep- 
resenting copper, lead, zinc and nickel 
mines, for the markets for most non- 
ferrous metals fluctuate violently with 
business conditions and are more sensi- 
tive to the discovery of new sources of 
supply. 

However, very few gold mining com- 
panies have developed their business to 
that point where it is practically a 
manufacturing operation. And the 
line of demarkation between those rep- 
resenting undeveloped or partially de- 
veloped prospects and those represent- 
ing producing mines with an estab- 


or industrial under- 
taking is “gold 
mine.” Says Mr. 
Average Man, com- 
menting enviously 
on the exceeding 
prosperity of his 
neighbor: — “He's 
got a gold mine!” 

Among the com- 
panies which have 
the happy faculty 
of making money in 
both good times and 
bad there is the 
Homestake Mining 
Co., operating in the 
Black Hills district 
of South Dakota. 
The company has 
paid dividends in 
every year but one 
since 1903. More- 
over, it has been 
adding to its known gold reserves 
faster than the ore has been taken out. 
Salient particulars of this and other of 
the better established gold mining com- 
panies are included in the accompany- 
ing table. 





Need for Caution 


But even in using this limited list 
the prospective “arm-chair” gold miner 
must proceed with caution. It would 
be exceedingly dangerous to become too 
deeply involved. Apart from the ob- 
vious risks of the business itself, it may 
be that the downward trend in com- 
modity prices of the past two or three 
years will be sharply reversed, thereby 
making the outlook for all producers of 
gold much less bright than it is at the 
moment. It may be conceded, how- 
ever, that so long as the world-wide 
scramble for gold with which to pay 

(Please turn to page 696) 
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Drumming Up Business 


Whatever disasters may be laid at the 
door of the present depression, it has 
certainly been conducive of some good. 
Corporations and individuals are going 
after business as never before. Noth- 
ing is too small to be overlooked, for 
having cut expenses to the bone, the 
veriest existence of many now depends 
upon there being no further drastic de- 
cline in gross business. The last few 
weeks have been replete with examples 
showing the intensive effort which is 
being made. The ferry boats operating 
around Manhattan are serving break- 
fast and luncheon aboard to the great 
convenience of countless commuters. 
The Jersey Central Railroad is now in 
the tour business and is selling tickets 
which entitle the holder to transporta- 
tion to and from some resort, and his 
room and meals while he remains there. 
The Cunard Line is offering a round 
trip to Europe on the installment plan 

. . as little as $34 down and the bal- 
ance less than $10 a month. Similar 
instances showing that business is be- 
ing sought rather than awaited can 
easily be found—and who can doubt 


For Profit 


but that the new development is a good 
thing from the point of view of every- 
one concerned. 

“* * 


An Interesting Short-Term Bond 


Secured by a first mortgage on the 
property of a company supplying the 
cities of Portland, Salem and Van- 
couver, Portland General Electric Co. 
Ist 5s due July 1, 1935, are currently 
selling on the N. Y. Stock Exchange be- 
low 93 to yield about 714% to ma- 
turity. The property on which these 
bonds represent a first mortgage include 
various hydro-electric generating sta- 
tions, steam stations, transmission and 
distributing lines, a gas plant and a 
number of parcels of real estate. The 
lst 5s are outstanding in the amount 
of less than $7,000,000, while junior 
to them there is nearly $50,000,000 in 
other fixed income bearing obligations 
alone. Earnings of the present com- 
pany and of its predecessors show in- 
terest on the total funded debt to have 
been covered very comfortably. True, 
the Portland General Electric Co. has a 
comparatively large issue of notes out- 


standing which mature next year, but 
it is extremely unlikely that anything 
will develop affecting the underlying 
mortgage bonds. 

* * * 


Allied Chemical 


Owing to the fact that the company 
issues an annual report only, towards 
the end of every year and the begin- 
ning of the next there is always con- 
siderable speculation as to the showing 
to be made by the Allied Chemical & 
Dye Corp. Some time ago there were 
rumors to the effect that the company 
would fail to report the regular $6 divi- 
dend earned on its common stock. 
Now, however, according to semi- 
official statements, the company is to 
show the dividend earned with a mod- 
erate margin to spare. This probably 
accounts for the strength and activity 
lately evident in the stock. In the case 
of this particular company, however, 


‘more interesting than any earnings 


statement will be the changes shown in 
its investments which have undoubtedly 
registered a considerable shrinkage in 
value over the past year. 
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Bangor & Aroostook 
Bendix Aviation 
Best & 

Budd Mfg., E. 
Detroit Edison 


New England railroad 
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300,000 
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Snuff manufacturer None 
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Western commun. utility 67,803,300 


None 
19,283,000 
211,274,360 


*D * 


240,000 
1,437,672 
309,8 


25,896,444 
1,804,867 











Penney Co., J. C 
uaker Oats 
‘exas Gulf Sulphw 
estern Maryland 
Woolworth Co., F. 
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Dry goods chain 3,283,000 
al food None 

Low cost sulphur None 

Eastern railroad 65,779,266 
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2,540,000 
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*——Also extra payments in addition to regular dividend. 


S—Plus annual stock dividend payable 2/15/82. 








THE MAGAZINE OF WALL STREET 



















Strong, Low-Priced Preferreds 


The public utility industry has 
shown a smaller decline in earning 
power during the present depression 
than any other important group of 
companies. It is inherently stable, rep- 
resenting a fertile field for the investor, 
particularly if he narrows his search to 
include only senior securities. For this 
reason many are turning to it as a satis- 
factory depository for their surplus 
funds. Moreover, they are demanding 
low-priced issues and in view of their 
desires we give below a list of utility 
preferreds which, although most of 
them have been mentioned in this de- 
partment individually at some previous 
time, appear to meet all the require- 
ments of safety of principal, yield and 
marketability. 


Bought and sold on the New York’ 


Curb Exchange are the various pre- 
ferreds of the Southern California Edi- 
son Co. They are currently selling be- 
tween $22 and $27 a share depending 
on the dividend, to yield in all cases 
more than 6% on the investment. In 
the same market are to be found the 
two preferreds of the Pacific Gas & 


and Income 














The Stockholder 





Electric Co. at $22 and $25 a share re- 


spectively. Also, the preferred of the 
Buffalo, Niagara & Eastern Power Co. 
selling at $22 a share to yield more than 
7% on the dividend of $1.60. 


* * & 


Higher Transfer Taxes 


The actual and proposed increases in 
the transfer tax on stocks are having 
some interesting repercussions. The 
original tax, so far as the New York 
exchanges were concerned, was $4 per 
hundred shares of stock of $100 par 
value or of no-par value, the levy being 
divided equally between the State and 
the Federal Government. On stocks 
having a par value of less than $100 
the tax was proportionally smaller. 
New York, however, has just doubled 
the tax which it imposes, so that the 
total tax at present is $6 per hundred 
shares, but if the Federal Government 
actually carries out its proposals the 
total tax will shortly be $8. This 
means that an investor owning a hun- 
dred shares of no-par stock selling for 
$8 a share would have to pay in taxes 
1% of the amount received in selling 
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it. Added to this there is the commis- 
sion. It would seem that the first effect 
of the increased expense would be to 
curtail the volume of trading even 
in hundred-share lots. As far as 
odd-lots are concerned, it makes a still 
greater difference, for under the pres- 
ent system virtually it means that the 
trader in odd-lots pays the tax both 
when he buys and when he sells. This 
is because the purchaser of an odd-lot 
usually buys his stock from an odd-lot 
house which is the actual owner of it, 
the house having bought a full-lot in 
the usual way in anticipation of being 
able to divide it up. But in dividing up 
the full-lot and distributing it to in- 
dividual odd-lot buyers the increased 
transfer tax has to be paid. This is 
why the difference between purchasing 
a full lot and purchasing an odd-lot is 
now greater than it was. It is an at- 
tempt to counteract the loss of market- 
ability which appears to be an almost 
certain result of the new taxes that 
many companies are now engaging in 
serious consultation with their legal 
staff with a view to reducing the par 
value of their common shares. 
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10.95 7.01 EOD eS ea eee (ae 20% 4/30 666 Net improving; strong cash position reported | 14 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


readers without imposing rigid restrictions as to their choice of subject matter. 


This department welcomes and invites contributions from its 


Stories 


of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 





American Gold and World Trade 


What Will Europe Do with the Gold Drawn 
From the United States?—Politics and Business 


Editor, READERS’ FoRUM: 

Now that the hush-hush optimism 
period is no longer necessary, we may 
as well examine the facts. Recent pub- 
licity given to the Glass-Steagall bill 
has brought to the attention of the 
public at large several phases of our 
monetary system, and the relation of 
gold movements, and currency legisla- 
tion to various economic changes in this 
country and throughout the world. 

In 1923 and the years following, 
European governments, to avoid paraly- 
sis of international trade, were com- 
pelled to mzke large gold shipments 
to this country, part of them to offset 
the large drafts on dollar exchange, and 
part of them earmarked here as a basis 
for credits. The Federal Reserve heads, 
no doubt mindful of the possibility of 
withdrawals of gold, were cautious 
about allowing currency expansion. 
Commodity prices were supposedly 
kept at deflated (?) levels. The credit 
made available by the accumulated ex- 
change due to our favorable trade 
balance was allowed to find an outlet 
in financing the gambling orgy of 1928- 
29, stock collateral being thought to 
be the most liquid form. The Reserve 
authorities no doubt felt less obligation 
to maintain the profits of speculators 
whose motto is cave:it emptor, than to 
attempt to keep business on an even 
keel. 

A large share of our currency in 
circulation during boom times was 
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based on commercial paper. The par- 
tial paralysis of trade last year pulled 
this prop from under our currency 
system. A sudden and possibly well- 
founded decision on the part of bank 
depositors to place their cash in safety 
deposit vaults, followed by a desire for 
liquidity on the part of banks, pulled 
out another prop. Europe, sensing the 
situation, sold their American securities 
for a period of five or six weeks of 
3,000,000 share days, and withdrew 
their gold, pulling a third prop out. 

In a well known stage trick, the 
subject is supposedly hypnotized and 
supported, head and heels, by two 
tables. Then the tables are removed 
leaving the subject suspended in mid 
air without apparent support. The 
concurrence of the formation of the 
Reconstruction Finance Corporation, 
with heavy withdrawals of gold by 
Europe, made financial magic abso- 
lutely imperative. Hence the Glass- 
Steagall bill. If I decipher it rightly, 
it retires gold currency in amounts 
sufficient to liberate the gold demanded 
by Europe and substitutes currency 
based upon the rediscount of govern- 
ment bonds and certain mortgages. 
Parenthetically, it may be recalled that 
the Aldrich-Vreeland act which, though 
passed on May 30, 1908, was never 
put into effect, was a similar measure. 

What has Europe to gain or lose by 
the gold withdrawals? It has been 
emphasized of late, that not the loss of 


gold alone, but a continuously un- 
favorable balance of payments, an in- 
crease of public debt, and the issuance 
of noninterest bearing, non-secured 
notes as currency, have debased the 
moneys of Europe. 

Europe, of course, would like to pay 
off debts in depreciated American 
‘money, and in fairness it must be ad- 
mitted that the dollars we are now 
demanding have two and one-half times 
the purchasing power of those we 
loaned. Furthermore, -England, as a 
creditor, felt morally committed to free 
trade. allowing her debtors tariff pro- 
tection without reprisals. 

If the dollar were to be held down 
below parity for a limited amount of 
time, the dollar depression could best 
be timed to Europe's advantage at the 
time of maximum United States im- 
ports relative to exports. Our imports 
which loom largest in volume are rub- 
ber and coffee. If my hypothesis is 
correct, Holland banks will concentrate 
their recently acquired gold to raise 
the price of rubber to 16 cents or pos 
sibly 24 cents a pound. 

Banking interests of other countries 
could combine to buy some deflated 
and defaulted but not defunct South 
American bonds, with a small portion 
of their gold, and to raise the price of 
coffee with the balance, in return for 
South American trading concessions. 
More than likely their South American 
financing would be limited to the pur’ 
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chasing of first liens on income-produc- 
ing properties and the governmental 
bonds would be bought in the minimum 
amounts necessary to bargain for dis- 
proportionate commercial privileges. 

The newly issued dollars of this 
country will provide added collective 
purchasing power for coffee and rub- 
ber. In the above manner the pur- 
chasing prestige of the American dollar 
can be lowered even though it is nomi- 
nally quoted at 25.4 francs. The 
American “Credo” that supply and de- 
mand alone govern the price of a com- 
modity has been pretty well “deflated.” 
Over a long period of time the action 
and reaction of the law may effect a 
mean resultant, but for fairly long 
intervals, banking and manipulative 
interests control prices, lack of gov- 
ernment success to the contrary not- 
withstanding. 

If one’s illusions permit him to be- 
lieve that simultaneous overproduction 
of all commodities, rather than supply 
and availability of manipulated credit 
led to the past decline in all prices, he 
must surely be convinced that the 
strongarm manipulation of copper 
prices to 24 cents a pound during the 
existence of a tremendous surplus of 
the metal, was in direct violation with 
the pseudo-sacred law of supply and 
demand. The yearly output of rubber 
is much less flexible than that of sugar 
or wheat. A suddenly released satis- 
faction of pent-up purchasing desire 
plus European banking manipulation 
may tie a skyrocket to rubber prices 
whether they are quoted in dollars or 
francs. A chart of the normal move- 
ments of commodity imports and ex- 
ports for a year coupled with franc 
quotations might be of general interest 
and in part might confirm or disprove 
the guesswork responsible for this let- 
ter—L. B. Sweet. 


* * & 


Blaming It On the Tariff 


Editor, READERS’ FoRUM: 

The Editor of THE MAGAZINE OF 
WALL STREET in the January 9 issue 
says, “Instead of deserting protection- 
ism at this time what the United States 
should do is to protect it.” Why con- 
tinue the cause of the depression? The 
proof that the tariff is the cause of the 
depression lies in a comparison of what 
has actually happened with what could 
naturally be expected to happen. The 
essential fact, in the abstract, is that a 
large debtor nation became (during the 
war) a strong creditor nation, and re- 
tained a protective tariff. Under the 
circumstances, how is the creditor 
nation going to collect the money due 
it? Your own A. T. Miller says, 
“International payments can only be 
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made in gold, goods, or services. Europe 
has not the gold with which to pay and 
we do not need more gold anyway. We 
do not want to buy European goods or 
services, having more at present of our 
own than there is any demand for.” 

He is probably willing to admit that 
for short periods international pay- 
ments can be made by people in the 
creditor nation investing in the stocks 
and bonds of the debtor nations. It 
will not make any difference whether 
the stocks and bonds invested in are 
government or industrial obligations. 
He will also probably be willing to 
admit that such a balance of payments 
is not stable and is likely to result in 
financial disturbance. If the debtor 
nations cannot pay in goods or services, 
they will try to pay in gold, if the 
creditor nation does not invest in the 
stocks and bonds of the debtor nations. 
If the creditor does not so invest, and 
there is not enough gold in the world 
to make payments, how can the debtor 
nations pay what they owe? As Sir 
George Paish says “The world . . . is 
in debt to you and wants to pay you. 
You raise your tariff and prevent the 
world from . . . paying its debts to you, 
thus, driving it into bankruptcy.” 
(Annals Am. Academy, July, 1931.) 

Between the close of the war and 
1929, America invested largely in 
Europe. Gold commenced to pile up 
in the United States as early as Decem- 
ber, 1928. Early in 1929, the gold 
that was later sent to America was 
probably in use as a basis for loans or 
circulation of bank notes. To make 
this gold free for export, the natural 
way would be by the sale of stocks and 
bonds. This would explain the stock 
market crash of 1929. . If America’s 
demand for gold went much further, 
what would be more natural than the 
debtor nations abandoning the gold 
standard? The editor further says, 
‘When the dominant classes of Britain 
elected a free-trade policy they de- 
liberately sacrificed the agricultural in- 


- terest and instead of sharing the fruits 


of their triumphant industrialism with 
the laboring classes reduced them to 
long hours of deadly toil, at starvation 
wages under hideous working condi- 
tions and living environments.” 

We do not need to do what the 
English capitalists did in order to put 
this country on a “tariff for revenue” 
basis. Our agriculturalists have to com- 
pete in the international market at the 
present time. Labor, just before the 
depression at least, was better paid 
than before the war. The United 
States has already successfully com- 
peted in the international market in a 
number of lines. Our automobiles are 
known the world over. We have built 
bridges in foreign lands. We have the 





most advanced labor-saving machinery 
in the world, and we export it. The 
steel corporation has used our tariff 
in protecting itself in selling steel 
cheaper abroad than at home. I will 
admit that if we go on a “tariff for 
revenue” basis, it will take a little 
time to get used to it. The first effect 
of a strictly “tariff for revenue” bill 
(which we probably will not get any- 
way), will be a flood of foreign goods. 
If the tariff is adjusted right, it will 
wipe out the government deficit. The 
imported foreign goods will have to be 
moved within the country, so the rail- 
roads and the trucking concerns will be 
busy. Foreign exchange will gradually 
rise till it reaches par. 

We will then commence to lose 
some of our gold. By this time busi- 
ness will be much improved in Europe, 
and steel and machinery will be ex- 
ported from the United States. For- 
eign investments will increase, and 
prosperity will soon follow in the 
United States. 

If we do not go on a tariff for reve- 
nue basis, and increase our tariff to 
make up for depreciated foreign ex- 
change, the so-called war debts will 
not be paid, and private debts of for- 
eign governments to American inves- 
tors will be defaulted. American 
investors in foreign corporations will 
not be able to collect interest and divi- 
dends. Prosperity will be slower in 
returning than it was in the "70s. Our 
Reconstruction Corporation will go the 
way of the Farm Board and bring us 
as near to bankruptcy as Europe is 
now. Foreign exchange will go lower 
and lower, and many more foreign 
countries will go on silver basis. If 
we again have prosperity under a pro- 
tective tariff, and are still a creditor 
nation, the financial events of 1929 and 
1931 will be repeated. A tariff for reve- 
nue basis is an economic necessity for 
a creditor nation—JOHN M. Woops. 


* ok * 
Politics and Business 


Editor, READERS’ FORUM: 

Something should be done about the 
present tendency to mix politics and 
business. The main occupation of the 
politicians in Congress seems to be pro- 
viding money for somebody to borrow, 
incidentally providing a few votes for 
themselves in the next election. 

It is an abnormal state of affairs 
when the public attitude becomes such 
that the Government is expected to as- 
sist individuals and corporations, who 
through unsound business practices or 
for other reasons, are unable to weather 
the depression. This attitude has 
grown upon us so gradually, having 

(Please turn to page 692) 
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First-Quarter Business Continues 
Subnormal 





Petroleum 











Curtailment Effective—Profits Low 


The authorities appear at last to 
have the East Texas tendency towards 
excess production well in hand, al- 
though two recent developments tend 
to inject a note of uncertainty into 
the situation. According to a decision 
of a Federal Court, military restriction 
of well flow in East Texas has been de- 
clared illegal but to date the Governor 
refuses to remove the troops from the 
oil fields. The other factor is discovery 
that the East Texas field is a mile and 
a half longer on the southern end, and 
the drilling of more wells on this area 
may augment output. Crude oil pro- 
duction for the U. S. at present 
averages about 2,000,000 barrels daily, 
compared with 2,450,000 barrels in re- 


(Please turn to page 695) 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—A trifling gain in steel ingot production developed this week, 


operations increasing about 1% to 27% of capacity. Basic indus- 
trial demand, however, has remained unchanged, the slight rise in 
output being ascribed to better miscellaneous takings. Most pro- 
ducers, faced with mounting first quarter deficits, have raised prices 
slightly on finished steel products. If this move fails to stop operat- 
ing losses, opinion in the trade seems to favor another wage cut. 


PETROLEUM—RBetter control of producing and refining operations at 


last appear to be leading the oil industry into a sounder position. 
Crude production has continued its slow but steady decline and a 
renewed reckless outburst appears improbable. Gasoline stocks have 
actually declined for the first time in months, although usually a 
steady seasonal rise occurs from December through July. 


COPPER—The copper conference now in session at New York com- 


menced with proposals to cut output from 25% of world capacity 
to 172%. Instead of taking decisive steps towards this accomplish- 
ment, however, petty wrangling as to whether companies with fabri- 
cating plants should enjoy the same terms as custom smelters seems 
to dominate the meetings. Until the large known stocks of world 
copper are actually consumed and really effective curtailment is 
arranged materially better prices are a remote prospect. 


COTTON—The world statistical position of cotton has bettered steadily. 


As the U. S. produces about 55% of the world total in normal 
times, a better income in the South this year may do much to stim 
ulate trade in general as cotton is our greatest cash crop. The crop 
just harvested which totaled 17,000,000 bales and sold at an average 
price of 6 cents a pound yielded $488,000,000 to the South. This 
year, with a crop of not over 13,000,000 bales likely and a prospec- 
tive price of 9 cents a pound, the income will be $559,000,000, up 


14%. 


SILK—Severe liquidation of raw silk futures on the National Raw Silk 


Exchange carried spot and near month options to $1.45 a pound, 
a new all time low. Contributory to the slump was further weak- 
ness in the Japanese yen, which fell to 32 cents. Practically all our 
import silk comes through Japanese affiliations, and the present 
situation in raw silk is largely one of exchange adversity, the pres 
ent low quotations not seeming warranted on statistical grounds. 


SUGAR—Expiration of the time limit allowed for Cuban presidential 


decree upon the size of this year’s sugar crop has stimulated agita- 
tion for free and unlimited planting. The return to New York of 
T. L. Chadbourne, after his failure to secure reduction approval of 
a majority of large sugar producers, has been taken to mean that 
effective curtailment will be lacking this year. 


RETAIL TRADE—Most retail establishments, especially the larger 


chain store systems handling drugs, groceries, and 5-&-10-cent mer- 
chandise, are operating profitably. Dollar sales for the first two 
months of this year have receded but volume of goods sold exceeds 
that for the same period of 1931. Mail order and department stores 
are not faring so well because of the necessary inventory adjustment 
for constantly declining prices and low public buying power. 
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1931 Indexes 1932 Indexes 
No. of Group A ~, 
High Low Close Issues High Low Feb. 27 Mar. 5 Mar. 12 
84.4 29.2 30.0 345 COMBINED AVERAGE ..... 86.4 29.3 33.9 36.0 346 
142.4 $3.0 34.8 4 Agricultural Implements..... 48.3 34.3 $8.0 36.7 36.3 
121.2 19.7 21.2 ee ere 438.0 20.7 37.7 $38.3 33.6 
76.9 28.9 23.9 21 Automobile Accessories ...... 27.8 23.6 26.0 27.4 25.8 
a ° ame al | ey 5: ae 144 119 12.1 12.6 11.9% 
74.2 22.38 31,7 4 Aviation (1927 Cl—100) .... 34.6 26.8 32.0 32.0 31.1 
38.4 8.3 9.7 $3 Baking (1926 Cl.—100) ...... 12.0 9.3 11.0 120 11.1 
212.8 112.5 112.5 fe eR re 129.9 110.6 122.8 129.9 126.5 
162.2 48.1 49.5 6 Business Machines ......... 65.0 48.9 55.9 65.0 60.1 
188.56 96.5 99.3 RE ee ee es 119.0 96.5 110.5 119.0 114.4 
157.8 762 81.6 7 Chemicals & Dyes ...... ... 98.3 79.0 87.9 98.3 95.0 
71.8 20.8 21.4 ee, See ee 26.7 20.4 24.66 25.5 26.1 
73.7 18.9 19.5 19 Construction & Bldg. Mat.... 24.6 19.1 21.7 22.4 21.1 
SRG SRT SOR (FD. CORRE. ccccvcscccsiscccvccs 86.7 29.2 29.9 30.3 29.2* 
98.0 45.8 47.2 S  Teeee ETOQGRG: 5 occ ccccccss 57.8 45.8 52.6 57.8 55.8 
80.2 9.6 10.1 9 Department Stores ......... 14.8 9.6 11.8 123 11.7 
120.4 52.0 63.1 8 Drug & Toilet Articles...... 65.4 562.0 58.3 65.4 60.0 
149.38 44.7 46.9 6 Electric Apparatus ......... 55.1 45.4 48.6 652.9 50.7 
21.5 4.3 Oe ae eer 5.5 4.4 4.6 5.1 4.8 
91.8 40.8 41.7 2 Finance Companies ......... 58.7 39.0 51.1 58.7 50.8 
80.1 43.7 45.3 7% Food Brands ..........-.++- 50.4 44.2 47.2 60.3 60.4 
83.0 44.4 45.0 S Food Stores ...cccccscccces. 56.4 43.7 50.5 56.4 564.0 
61.7 21.7 21.8 8 Furniture & Floor Covering.. 38.2 21.0 $2.6 36.5 38.2 
45.56 166 17.0 & Household Equipment ...... 21.1 16.7 21.1 21.1 20.7 
69.6 17.1 19.1 10 Investment Trusts ......... 26.4 18.1 24.5 26.4 22.8 
96.3 26.1 26.1 S Meatll Orders .......-..0000. 27.4 21.3 23.6 27. 24.4 
69.2 29.3 28.4 $1 Petroleum & Natural Gas... 34.2 23.4 26.2 27.4 34. 
68.8 12.7 13.0 4 Phonos, & Radio (1927—100). 17.5 13.0 15.7 169 15.2 
196.8 77.0 78.1 20 Public Utilities ............. 87.6 76.3 81.0 87.6 84.6 
73.1 20.6 21.8 10 # Railroad Equipment ........ 26.9 20.8 24.6 25.9 23.8 
88.4 22.5 22.5 $0 Railroads ............seceee 81.3 22.0 27.6 29.9 27.7 
100.7 41.8 41.8 8 Restaurants ..........ecc00e 42.3 36.1 89.6 42.3 41.8 
38.0 8.8 8.8 ee Ce 14.3 8.8 14.1 122 13.0 
188.4 82.0 82.0 2 Soft Drinks (1926 Cl.—100). 89.2 6.9 82.1 88.2 89.2 
92.3 25.3 25.8 @ Stool & Irom .....ccccccccses 80.7 24.9 28.4 30.5 27.8 
ee ey I a ore voice e ois0 00sec enie 9.4 6.3 1.3 6.6 6.4 
218.0 84.2 89.5 DB ARIRE: Fishers 6s oc 0003 tee 101.7 87.2 97.2 101.7 95.1 
182.4 44.5 44.5 $3 Telephone & Telegraph...... 54.4 41.8 510 6544 49.9 
46.0 16.1 18.2 Se NE,» pk sa de esis caevcces 24.6 18.2 24.6 23.0 23.4 
15.8 4.4 4.9 D Ree BH ROSS oc cccccceve 6.0 4.5 5.2 6.0 5.6 
78.6 47.0 48.3 ee. 1 Ree 68.6 48.3 61.8 68.6 68.2 
86.1 26.1 26.1 © I nob 6 6 ce ccc ncvasenes 57.0 25.5 48.2 57.0 656.0 
82.0 44.5 44.9 SB ‘Vane Biteh 2. sccsncecans 50.9 43.8 46.6 49.3 47.3 


* New low record since 1928. 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 











BANGOR & AROOSTOOK 
RAILROAD CO. 

I have never ridden over the Bangor & 
Aroostook but from studying the map fail 
to see how this road can ever be a large 
profit maker. I hold 100 shares which I 
bought on the advice of friends several 
years ago. If you know of any recent de- 
velopments I would greatly appreciate your 
letting me have the facts—R. M. J., Wil- 
mington, Del, 

The annual statement of Bangor & 
Aroostook Railrcad Co. for the calen- 
dar year of 1931 has not as yet been 
published, but the preliminary report 
for the period, reveals a comparatively 
favorable showing. Net income for the 
12 months ended December 31, 1931, 
amounted to $623,133, equal, after al- 
lowing for preferred dividend require- 
ments to $2.67 a share on 141,792 
shares of $50 par value common stock. 
This compares with net of $1,557,762 
or $9.26 a share for the preceding year. 
Of course, in comparison with 1930, 
last year’s returns are rather disappoint- 
ing, but when consideration is given to 
the general run of earnings statements 
of Class 1 railroads, the above results 
must be regarded as somewhat gratify- 
ing. The company’s traffic is diversi- 
fied among pulpwood, manufactured 
goods, miscellaneous commodities, bi- 
tuminous coal and potatoes; the last 
named commodity, by far the most im- 
portant as a revenue producer. As a 
matter of fact, the disappointing move- 
ment of the potato crop last year in 
reflection of low prices was largely re- 
sponsible for the sharp drop in earnings. 
Although the road did not participate 
in the wage negotiations in Chicago, a 
recent statement of the company indi- 


cated that it had reached an agreement 
with shopmen, officials, clerks, telegra- 
phers, station-agents, etc., for a reduc- 
tion of 10% and a similar agreement 
will be consummated in the near future 
with transportation employees. The 
financial position is believed to be such 
as to enable the company to cope with 
present situation satisfactorily. In more 
recent weeks, a firming tendency of 
potato prices has been in evidence which 
should stimulate to some extent traffic 
movements on the road. Neverthe- 
less, directors recently reduced divi- 
dends on the common stock to an an- 
nual basis of $2 a share, thus, placing 
distributions more in line with current 
earning power. Inasmuch as prevail- 
ing prices for Bangor & Aroostook com- 
mon fairly well discount existing con- 
ditions and near-term prospects, we 
are inclined to look upon needless dis- 
posal of present commitments as un- 
warranted and advise against such ac- 
tion. 


WESTERN MARYLAND RAIL- 
WAT CO. 


Would it be possible for you to tell me 
where Western Maryland stands in relation 
to the formation of the proposed consolida- 
tion of eastern trunk lines. I bought 
Western Maryland when it was quite a 
little higher than it is now and don’t know 
what course I ought to follow. I will take 
a loss and sell if you think best—H. D. 
O., Youngstown, Ohio. 


Under the consolidation plan of the 
Interstate Commerce Commission, 
Western Maryland Railway Co. has 
been assigned to the Baltimore & Ohio 
R. R. However, in view of the many 


points of difference to be straightened 
out by the Interstate Commerce Com- 
mission and the Eastern railroads in the 
alignment of the smaller companies, ac- 
tual consummation of the above con- 
solidation is not an immediate prospect. 
Nevertheless, when the final outcome 
of the Interstate Commerce Commis- 
sion’s consolidation plan is known, the 
alignment of Western Maryland more 
than likely will remain unchanged from 
that now scheduled. Substantially the 
greater part of the company’s revenues 
is derived from bituminous coal traffic, 
with the result it is not at all surprising 
to find a rather sharp drop in earnings 
for last year, when consideration is 
given to the low activity of industry in 
general. Preliminary income report for 
the 12 months ended December 31, 
1931, showed net income of $1,011,012 
after taxes and charges equal to $5.70 
a share on the 7% 1st preferred stock 
on which no dividends have been paid 
to date. This compares with actual net 
income for 1930 of $1,960,974, equal 
to $11.05 a share on the Ist preferred 
stock. After allowing for dividend re- 
quirements on the Ist and 2nd pre- 
ferred stocks, a deficit equal to 92 cents 
a common share was incurred last year, 
as compared with profits of 87 cents a 
share for 1930. A substantial earnings 
recovery is not looked for during the 
early future, but long-term prospects 
of the road have been enhanced by the 
recently completed and now operating 
Connellsville Extension to Baltimore, a 
line that no doubt will attract much of 
the “Great Lakes to Tidewater” traffic 
Inasmuch as Western Maryland com- 
mon is non-income producing, the issue 
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merits consideration only as a long-term 
speculation. However, as such, we are 
inclined to counsel maintenance of your 
present long position providing, of 
course, that you are not averse to as- 
suming the corresponding degree of 
risk. 


BEST & CO. 


Do you consider Best '‘& Co. a good 
stock to hold? I paid 31 for it last year. 
What ts the company reporting about 
volume of business being done? Is there 
some other stock you would advise me to 
switch to?—L, P. S., San Francisco, Calif. 


The annual report of Best & Co. for 
the 1931-1932 fiscal year has not as yet 
been published, but a preliminary earn- 
ings statement for the period reveals 
rather gratifying accomplishments in 
comparison with those of the general 
run of companies in the retail depart- 
ment store field. Certainly, curtailed 
buying power on the part of the public 
handicapped the company last year as 
evidenced by the decline of 8.4% in 
net sales. Although the downward 
course of commodity prices during the 
year was a favorable factor, increas- 
ingly keen competition necessitated the 
passing on to the public much of the 
savings, with the result that profits 
were further adversely influenced by 
year-end inventory write-offs. For the 
12 months ended January 31, 1932, 
net earnings amounted to $926,646 as 
compared with $1,265,438 for the 
1930-31 fiscal year. Reduced to a per 
share basis on the outstanding common 
stock, after making proper allowances 
for dividends on the 6% preferred 
stock, the above results amounted to 
$3.02 and $4.15, respectively. Finan- 
cial position was reported improved 
with no bank loans and a ratio of cur- 
rent assets to current liabilities of 6 to 
1, against 3.3 to 1 at the close of the 
preceding 12 month period. The man- 
agement of Best & Co. has been ag- 
gressive, yet conservative, in the expan- 
sion of facilities, a factor that bids well 
for the future. Current dividend of 
$2 a share is reasonably secure and we 
advise against disposing of the common 
stock at prevailing prices. 


BENDIX AVIATION CORP. 


I have been under the impression that 
Bendix Aviation was progressing at a satis- 
factory rate, and therefore was surprised 
to learn that the dividend was recently re- 
duced. Shall I continue to hold the common 
stock on which I have quite a loss or shall 
I switch to something else. offering greater 
bossibilities?—C. T. O., Morristown, N. J. 


Contrary to general expectations, 
earnings of Bendix Aviation Corp. for 
the calendar year of 1931 fell below 
annual dividend requirements on the 

(Please turn to page 686) 
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ailroads of the United States have led the way out of 
past depressions and they can be depended on to do 
their share now. America has always prospered when the 
railroads were prosperous, and it is worthy of note that 
the country, as a whole, never has been prosperous when 
the railroads were not. 

Missouri Pacific will do its share in the territory it 
serves . . . Embracing the Mississippi Valley between 
St. Louis and New Orleans, the Middle West between the 
Missouri River and the Rocky Mountains, and virtually 
all of the Great Southwest. 

River gateways served by the Missouri Pacific include 
Omaha, Kansas City, St. Louis, Memphis, New Orleans 
and many intermediate crossings. Every important port on 
the Gulf of Mexico from New Orleans to the Rio Grande 
River on the Mexican border is served by the Missouri 
Pacific Lines. They also serve the Brownsville, Laredo and 
El Paso gateways to Mexico and operate through service 
to the Pacific Coast by way of both El Paso and Pueblo. 

When you think of this vast empire, think of Missouri 
Pacific Lines—A Service Institution—providing superior 
passenger and freight service to every important gateway 
and community between the Mississippi River and the 
Rocky Mountains and between the Missouri River and 

. Mexico and the Gulf. 

The Missouri Pacific Lines—route of the Sunshine 

Special, the Scenic Limited and a fleet of other deluxe 
| passenger and dependable freight trains. 
J 
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ODD LOTS 


will receive the same careful 
attention as 100 share lots. 





M. C. Bouvier & Co. 


M. C. Bouvier 


Member of N. Y. Stock Exchange since 


1869 
R. A. Coykendall J. G. Bishop 
Member 
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20 Broad St. New York 
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Small Orders 


executed with the same courtesy 
and careful attention. We have a 
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52 Broadway New York 




















GET THESE BUSINESS AND 
FINANCIAL REPORTS 


Return this ad with $1 for this ‘% price trial offer to 
business men. Receive the next 17 weekly issues of 
BRADSTREET’S Journal, which will bring to you: 


17 Weekly ‘‘Bradstreet’s Business Barometers’’ 

17 Analyses of Outstanding Corporations 

17 Weekly Analyses of Business Failures 

4 Monthly ‘‘Commodity Indexes,’’ with price charts 
4 Monthly Analyses—‘‘Position of Steel Industry’ 
4 Monthly Analyses of ‘Petroleum Industry” 

4 Monthly Analyses—‘‘Position of Railroads’ 

4 Monthly Analyses of ‘‘Automobile Industry’’ 


Get above and more during 17 weeks for $1. 


BRADSTREET’S JOURNAL 


148 Lafayette Street, Dept. R-2, New York, W, Y. 
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No worry over default in bond in- 
terest, no fear of es owe cing 
passed—by investors in 

ie Bonds of CREDIT SERVICE 
INC., one of the leading Industria 
Banking Institutions in the country. 


“Hard Times’’ materially increase the 
steadily growing volume of business 
of this humaniterian service for de- 
serving borrowers of small personal 
loans. 


AY 


Winainr 


This year, more foresighted investors 
than ever before will reinvest a 

oodly proportion of their surplus 
cous @ in this safe, liberally yielding 
security. Mail coupon for interesting 
data. 


CREDIT SERVICE 
ASSOCIATES, Inc. 
Graybar Bidg. New York 


N\Y 


A 


MM 








M.W.-3-19-32 








IN ADDITION TO 


62” 


ancl an semi-annually, 
either coupon or check, our certi ane 
issued in units of $50 to $5 ,000 offer 
you— 
Safety of Principal 
Guaranteed Income 
Borrowing Privileges 
No Fluctuation in Price 


A card from you will bring full details 
regarding this excellent safe investment. 


Ask for Booklet “A” 


THE BANKERS BUILDING 
& LOAN ASSOCIATION 


1510 Glenarm St. Denver, Colo. 











SOUTHERN PACIFIC COMPANY 
NOTICH OF MEETING. 
165 Broadway, 
New York, N. Y., January 2, 1982. 

The Annual Meeting of the Stockholders of the 
Southern Pacific Company will be held at the office 
of this Company in Spring Station, Woodford 
County, Kentucky, on Wednesday, April 6, 1932. 
at 12 o’clock noon, standard time, for the follow- 
ing purposes, viz.: 

1. To elect fifteen Directors. 

2. To transact all such other business ax may 
legally come before the meeting, including the ap- 
proval and ratification of all action of the Board 
of Directors and of the Executive Committee since 
the last annual meeting \f the Stockholders of this 
Company. 

For the purposes of the meeting, the books for 
the transfer of stock will be closed at 3 o’clock 
P. M., Monday, March 21, 1982, and will be re- 
oo at 10 o'clock A. M., Thursday, April 7, 

By order of the Board of Directors. 

HUGH NBILL, Secretary. 
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Liquid Carbonic 39 
41% 
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Loew’s Inc, 


Mathieson 

May Dept. Stores . 
McKeesport Tin Plate 
Mont. Ward & Co, 


Nash Motor Co. 

National Biscuit 

National Cash Register A 
National Dairy Prod 
National Power & Light 
Nevada Consol. Copper 
North Amer. Aviation 
North American Co. 


Ohio Oil 
Otis Elevator 


Pacific Gas & Electric 
Packard Motor Car 
Paramount Publix 
Penney (J. C.) 
Phelps Dodge Corp 
Phillips Petroleum 


Procter & Gamble 
Public Service of N. J. 
Pullman, Inc. 
Pure Oil 
Purity Bakeries 

R 


Radio Corp. of America 
Radio-Keith-Orpheum 
Remington-Rand 

Republic Steel 

Reynolds (R. J.) Tob. Cl. B 
Royal Dutch 


Safeway Stores 
Sears, Roebuck & Co 
Servel, Inc, 


Simmons Co. 
Sinclair’ Consol. — Corp 
Skelly Oil Co: 


Standard Brands 

Standard Gas & Elec. C 
Standard Oil of Calif 
Standard Oil of N. J. 
Stewart-Warner Speedometer 
Stone & Webster 
Studebaker Corp. 


Tt 


Texas 
Texas et 
Texas Pac. 
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Underwood-Elliott-Fisher 
Union Carbide & Carbon 


United Aircraft & Trans 
United — Sows Rcceke Oe pe Sax 
nited 


Imp 
. & Industrial Alcohol 
U. 8. Pipe & Fdy 
= 8. Rubber 


Vv 
Vanadium Corp. 


s. 
Warner Brothers Pictures 
Western Union Tel 
Westinghouse Elec. & Mfg 
White Motor 
Woolworth Co. 


Wrigley (W; Jr.) 


+ Bid Price. § Payable in stock. 


* Including extras. 
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poner ely to his name before the date of the 


dosing of the company's books, 


dy Declared Record able 
$6.00 Amer. Express | Se $1.50 Q 3-18 4-1 
4.00 Auburn Automobile .... 1.00 Q 3-21 4-1 
Stock Auburn Automobile .... 2% Q 3-21 41 
9,50 Bush Terminal Co..... 62% Q 48 5-2 
$00 Com’w'lth Edison Co... 2.00 Q 4-15 5-2 
1,00 Consol, Laundries ..... Q 3-18 4-1 
9,00 Cream of Wheat Corp.. .50 Q 3-21 4-1 
8,00 Detroit Edison Co..... 2.00 Q 3-21 4-15 
9,00 Endicott-Johnson Corp.. .75 Q 3-18 4-1 
7,80 Homestake Mining .... . M 3-20 3-25 
4,00 Industrial Rayon Corp.. 1.00 Q 3-22 4-1 
6.00 Internl. Business Mach. 1.50 Q 3-22 4-11 
1,80 Internl. Harvester Co... .46 Q 3-19 4-15 
4,00 Jewel Tea Co.......... 100 Q@ 41 415 
7,00 Mont. Ward Co. ‘A’... 1.75 Q 3-21 4-1 
9.80 National Biscuit Co.... .70 Q 3-18 4-15 
7,00 Pacific Tel. & Tel. Co.. 1.75 Q 3-19 3-31 
00 Peoples Gas, Lt. & Coke 2.00 Q@ 4-4 4-18 
00 Safeway Stores Co., Inc. 125 Q 3-18 4-1 
1,00 Shattuck (Frank G.)... .25 Q 8-21 4-11 
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MIDDLE WEST UTILITIES SYSTEM 


Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
the stockholder must have his stock 


Amount Stock Pay- 
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NATIONAL GROUP 


e 
NATIONAL 
ELECTRIC POWER COMPANY 


NATIONAL 
PUBLIC SERVICE CORPORATION 
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cA part of the 














Telephone Bond and Share 
Company 


Kansas City, Missouri 


The regular quarterly dividends of 
$1.75 per share on the 7% First Pre- 
ferred Stock, $1.00 per share on the 
Participating Preferred Stock, and divi- 
dends on the Class A Common Stock, 
payable either in stock at the rate of 
1/50th of one share or in cash at the 
rate of 50c per share, will be paid on 
April 15, 1932, to stockholders of record 
on March 21, 1932 at 3:00 o’clock P. M. 

An extra and participating dividend 
of 50c per share will also be paid on the 
Participating Preferred Stock on April 
15, 1932. Vv. E. CHANEY, 

Vice-President and Treasurer 






















Price $ goo Written by a well-known Astrologi 


JAMES MARS LANGHAM, Box 237A 





BUSINESS CYCLES 
VERSUS 


Planetary Movements 
1860 to 1935 


With chart and immediate forecast 

A 20-page book which gives the astronomical 
secrets, and convincingly shows how planetary 
aspects have indicated in advance every past 
panic and boom, and how you can predict 
yourself the major market movements. SPEC- 
ULATORS and INVESTORS cannot afford 
to ignore this guide. 


cal Research authority, giving th 


MONEY BACK IF secrets of 30 years successful 
NOT SATISFIED forecasting. 


Brentwood Heights, Los Angeles, Calif, 
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AIR REDUCTION CO., INC. | 


Lincoln Bldg., 60 East 42d St., New York. 
March 9, 1932. 


= DIVIDEND NO. 60, 
Board of Directors of this Company has 













































R. B. DAVIDSON, Secretary, 





















for the 


RICHFIELD OIL 
COMPANY 


OF CALIFORNIA 













The Receiver for the Richfield 
Oil Company of California, employed 
Stone & Webster Engineering Corpo- 
ration to make an appraisal of the 
properties and to furnish a series of 
reports. 


The reports were prepared as particu- 
lar problems arose and covered specific 
questions upon which the Receiver 
needed technical opinion and advice. 


The appraisal covered oil and gas pipe 
lines, compressor stations, pumping 
plants, refineries, marine terminals, 
and storage facilities — properties 
ae with a reproduction cost of over 
eS $44,000,000. 








STONE & WEBSTER 
ENGINEERING CORPORATION 


A SUBSIDIARY of STONE & WEBSTER, INCORPORATED 

















Answers to Inquiries 
(Continued from page 681) 








common stock. Economies in opera- 
tions were effected wherever possible 
but such savings were not sufficient to 
offset the decline in gross revenues dur- 
ing last year. Those closely in touch 
with affairs of the company expressed 
a degree of optimism relative to 1932 
outlook, but felt that in the interest of 
conservatism, profit distributions to 
stockholders should be revised down- 
_ ward to an annual rate more in line 
with current earning power. There- 
fore, in reflection of restricted earnings 
prospects during the early future, at 
least, directors of the company deemed 
it advisable to reduce dividends on the 
common stock to the annual rate of 60 
cents a share, thus conserving cash re- 
sources. Net income of Bendix for the 
12 months ended December 31, .1931, 
was reported at $1,785,479, including 
non-recurring profits, or 85 cents a 
share on the common stock outstand- 
ing at the end of the year. Inasmuch 
as by far the greatest part of the com- 
pany’s revenues is derived from the 
manufacture and sale of automobile ac- 
cessories, the name of the company is 
somewhat misleading. Probably best 
known of the company’s products is 
the “Bendix drive” which is standard 


equipment on about 90% of the prod- 
ucts manufactured in this country. Ob- 
viously, in view of the company’s de- 
pendence upon the automobile indus- 
try, future prospects must more or less 
correspond to the fluctuations of auto- 


motive activity. Although Bendix 
earnings doubtless will remain some- 
what laggard during the initial half of 
the current year, at least, we feel that 
retention of common stock on a long 
term speculative basis as opposed to a 
sacrifice sale at this time is the better 
course to follow. 


E. G. BUDD MANUFACTURING 
Co. 


Do you think the new pneumatic-tired 
railway car recently introduced in this 
country by E. G. Budd Manufacturing Co. 
will be a success? I am thinking of buying 
a block of the common stock with a view 
toward participating in the future profits 
of the above innovation. What do you ad- 
wise?—E. N. K., Atlanta, Ga. 


In an effort to diversify operations, 
E. G. Budd Manufacturing Co. has in 
the more recent past introduced several 
new products, the most recent of which 
is that referred to in your question, 
namely, a pneumatic-tired railway car 
made of stainless steel and self-powered. 
While there are many feasible aspects 
in favor of the “Budd-Michelin” car, it 
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is yet too early to anticipate with any 
degree of accuracy possibilities for this 
innovation. During the latter part of 
last year, the company offered a stain- 
less steel airplane body, and acquired 
rights to produce machines for the man- 
ufacture of rayon yarn. All of the 
foregoing attempts at diversification are 
still in the development stage, and little 
in the way of profits is anticipated from 
these sources during the immediate fu- 
ture at least. Continuing the unfavor- 
able earnings trend in evidence during 
1930, operations of E. G. Budd Manu- 
facturing Co. for 1931 incurred a de- 
ficit of $730,412 after allowances for 
depreciation, interest charges, etc., 
which compares with a net profit of 
$20,692 for 1930, and $1,533,881 be- 
fore preferred dividend requirements 
and extraordinary income, for the cal- 
endar year of 1929. While it is yet 
too early to anticipate full 1932 re- 
turns, little, if any, improvement in 
earnings is looked for during early fu- 
ture months, since its dependence on 
the automotive industry no doubt will 
restrict operations during that period. 
No dividends have been paid on the 
preferred stock since November 1, 
1930, and accumulations as of Febru- 
ary 1, 1932, amounted to $8.75 a share. 
Resumption of dividends on the pre- 
ferred is not in early prospect. In the 
light of the foregoing, we look upon 
the common stock as an unattractive 
speculation and counsel against repre- 
sentation in the issue. 


DETROIT EDISON CO. 


When I bought Detroit Edison I was 
very busy with other matters and did not 


study up the company as thoroughly as I. 


usually try to do when purchasing a new 
stock. Do you think the capital structure 
of this company is well balanced and does 
its outlook justify retaining the stock?— 
F. J. L., Reading, Pa. 

Detroit Edison Co. has been particu- 
larly hard hit by the curtailed activity 
of the automotive industry. In addi- 
tion to the restricted industrial demand 
for power and light, the unemployment 
situation in and around Detroit is re- 
flected in a drop of domestic light con- 
sumption, although increased uses of 
electric power for refrigeration has 
tended to neutralize the decline in light 
business. Another element contribut- 
ing to lower earnings has been the de- 
cline in steam sales caused by a higher 
average temperature prevailing during 
last year as compared with that of 
1930. In spite of the foregoing un- 
favorable factors, the decline in gross 
income was restricted to 8.6%, while 
actual net income available for com- 
mon dividends for last year was slightly 
above that of a year earlier. The in- 
crease in net was accomplished through 
reductions in operating costs and pro- 
visions for maintenance and deprecia- 


tion, although operating ratio for the 
year showed an increase of 1.3%. For 
the twelve months ended December 31 
1931, net earnings amounted to $11, 
429,135 or $8.98 a capital share, as 
compared with $11,116,666 or $8.75 a 
share for the preceding year, and cur. 
rent annual dividend requirements of 
$8 a share. Financial condition at the 
close of last year was satisfactory, the 
current ratio exceeding 2 to 1 with net 
working capital amounting to $8,503, 
048. With the exception of $10,000, 
000 of first 5s due January 1, 1933, the 
company’s $129,000,000 of funded 
debt consist of long-term obligations. 
The capital structure of Detroit Edison 
is simple, the above bonded indebted. 
ness constituting about 50% of the to- 
tal capitalization, the balance consisting 
of capital (common) stock. Obviously, 
future earnings will depend largely 
upon the activity of automobile manu 
facturers. Certainly, resumption of op- 
erations in Ford’s plants should aug- 
ment earnings during the current year. 
Detroit Edison common represents one 
of the more conservative utility invest 
ment media and should be retained as 
a business man’s commitment. 


TEXAS GULF SULPHUR CO. 


I notice that earnings reported by Texas 
Gulf Sulphur for 1931 were only about 
60% as high as for the previous year. 
Does this mean that the company is going 
backward? I have always had the impres- 
sion that this company dominated the 
sulphur industry. If this ts correct, why 
can't Texas Gulf make a better showing? 
I hold 160 shares, so am naturally interest- 
ed.—M, M. D., Flint, Mich. 


Texas Gulf Sulphur Co. reported 
net income for the 12 months 
ended December 31, 1931, of $8,942,- 
602 as compared with $13,972,085 for 
the calendar year of 1930. Reduced to 
a per share basis on the common stock, 
the above results amounted to $3.52 
and $5.50 respectively. When consid- 
eration is given to the sharply reduced 
rate of industrial activity generally pre- 
vailing, last year’s showing should not 
be regarded as particularly disappoint- 
ing. On the contrary, compared with 
many industries, the sulphur business 
was maintained at fairly satisfactory 
levels during 1931. Present indications 
are that sales of sulphur during the 
early future are likely to run at lower 
levels than a year ago, with the result 
that profits for the initial half of 1932 
will fall short of those for the like pe- 
riod of 1931. In reflection of the fore’ 
going, directors deemed it advisable to 
reduce dividends on the common stock 
from an annual basis of $3 a share to 
$2, which rate probably will be main: 
tained throughout the current year, at 
least. Financial condition of Texas 
Gulf as revealed by the balance sheet 
dated December 31, 1931, was sound; 
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Take Profits Awaiting the 


Definite Upturn 


ROFITS of more than 25% on the required capital would have 

been available to you through a Trading program conducted 
under the definite and continuous counsel of THE INVESTMENT 
AND BusINEss Forecast of The Magazine of Wall Street during 
the past two and one-half months. 
This record indicates how we would help you recover losses, con- 
serve and increase your principal awaiting the definite upturn— 
regardless of intermediate market movements. 


Attractive Opportunities Are Developing 


You should subscribe to the FORECAST imme- 
diately because this is the time to put your 
security holdings in order. Then, when the 
sustained upturn really starts, you will be able to 
take full advantage of the many attractive oppor- 
tunities for establishing yourself on a sound and 
profitable basis. 

At no time in the past few years has the market 
been in its current position with high-grade securi- 
ties developing values where you, through proper 
guidance, can lay the foundation for substantial 
profits with the least amount of capital and risk. 


You will have the assurance of knowing as one 
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(a) 
Trading Advices following 
the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 


(b) 
Speculative Investments, 
Low-priced stocks that of- 
fer outstanding possibilities 
for price appreciation over 
a moderate period. Recom- 
mended and carried in our 
Unusual Opportunities. 


of our subscribers that we shall guard you from 
taking an extensive long position on incipient 
rallies before the actual recovery starts, and even 
then from making purchases blindly on the 
assumption that the whole market will be a buy. 
In preparation for the advance our staff has been 
analyzing the technical and fundamental back- 
ground of every active security so that our recom- 
mendations will include only those that offer the 
best possibilities for steady price appreciation. 


To make sure of receiving these advices at the 
very beginning of the movement we urge that you 
send us your subscription today. 


This Complete Service for Six Months Only $75 —_____——-» 


(ce) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(d) 

Investments Mainly for In- 
come but with possibilities 
for enhancement in value 
due to investor demand. 
Recommended and carried in 
our Bond and Preferred 
Stock departments. 


ducing securities). 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analysis and recommendations. 


THe INVESTMENT AND Mar. 19 
THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 


Business FORECAST Cable Address: TICKERPUB 


of 
The Magazine 
of 
Wall Street 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that I am entitled to the complete service outlined above. ($150 will cover a 13 


months’ subscription.) 


(1 Telegraph me collect your current Trading Advices and thereafter as described in (a). 
(1 Telegraph me collect your current Unusual Opportunity recommendations and thereafter as 
b). 


described in 
( Telegraph me collect your current Bargain Indicator recommendations and thereafter as 


described in (c). 


_ 
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current ratio exceeding 12 to 1 with 
net working capital amounting to $18.,- 
016,000. Cash alone stood at $3,477,- 
000 as compared with total current lia- 
bilities of $1,532,000, excluding -reserve 
for Federal taxes. Inventory position 
was materially heavier at the close of 
last year, reflecting the substantial re- 
serves above the ground accumulated 
prior to the inauguration of the Texas 
sulphur tax, September Ist, last. Ob- 
viously, as the company draws upon 
these reserves (said to be sufficient to 
fulfill two years’ requirements) its cash 
position is strengthened. Although 
Texas Gulf common must be regarded 
in a speculative light, retention of pres- 
ent holdings is justified where reason- 
able risks are not objectionable. How- 
ever, profits of the company over the 
longer term will be adversely affected 
by its increasing dependence on leased 
properties, thus precluding considera- 
tion of the shares as an outstanding op- 
portunity for purchase at this time. 


R. H. MACY & CO. 


At the suggestion of the president of 
my bank, I bought a block of Macy stock 
at about 20 points above. today’s market. 
What do you predict for this company dur- 
ing, say, the next four to six months? 
Can they keep on earning their dividends? 
—R. M. G., Evansville, Ind. 

“It is an ill wind that blows no man 
any good.” Perhaps at no time for 
many a year has the individual more 
keenly realized the importance of get- 
ting the most for his dollar, than dur- 
ing the present depression. Certainly, 
through the slogan “It’s smart to be 
thrifty,” R. H. Macy & Co. has con- 
siderable appeal to the present day 
buyer. Its merchandising policies in- 
vite competition, and by restricting its 
sales to cash customers solely, the com- 
pany has built up one of the most 
profitable department store businesses 
in the world. No interim earnings 
statements are published by the com- 
pany which makes an accurate ap- 
praisal of the shares extremely difficult 
at this time. However, sales volume 
during the initial half of last fiscal year 
approximated that of a year earlier, al- 
though an unfavorable sales trend is be- 
lieved to have materially restricted 
profits during at least the last quarter 
of the year. Nevertheless, net earnings 
for the 12 months ended January 
31, 1932, very likely covered annual 
cash dividend requirements of $3 a 
share by a comfortable margin, but. no 
doubt, were substantially below those 
of $4.58 a share reported for the pre- 
ceding fiscal year. A definite forecast 
of current year's results is inadvisable 
at this time, but maintenance of pres- 
ent dividend appears assured during the 
early future at least. Although R. H. 
Macy common cannot be regarded as 
particularly undervalued at current 
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prices the exercising of patience on the 
part of present shareholders should 
prove profitable over a reasonable pe- 
riod of time, and we advise against 
liquidation. 


J. C. PENNEY CO. 


It seems to me the merchandising com- 
panies must be having a hard time to keep 
from getting caught with an inventory 
purchased at higher levels. Do you know 
how J. C. Penney stands in this regard? 
Do you advise holding on to the stock 
under present conditions?’—E. M. F., 
Chattanooga, Tenn. 

J. C. Penney Co. enjoys the distinc- 
tion of being one of the very few en- 
terprises to report an increase in profits 
for 1931. This accomplishment in the 
face of a decline in dollar sales volume 
certainly lends considerable prestige to 
the management. Although - sales 
dropped approximately 10% to $173,- 
705,094, tonnage volume was reported 
ahead of 1930, thus reflecting the 
marked downward trend of commodity 
prices during the year, all savings 
through price recessions having imme- 
diately been passed on to the consumer. 
Operating economies no doubt played 
the greatest part in the favorable show- 
ing made last year, while absence of 
heavy inventory losses eliminated the 
necessity of year-end readjustments. 
Penney reported net income of $8,913,- 
565 equal, after preferred dividends, to 
$3.13 a common share for the twelve 
months ended December 31, 1931. 
This compared with net of $8,290,622 
or $2.88 a share, after preferred divi- 
dends for the preceding year. Expan- 
sion of facilities last year was materi- 
ally restricted, only seven new units 
having been opened, making the total 
at the end of the year 1,459. Balance 
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Allied Chemical & Dye Corp. 
Bendix Aviation Corp. 
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sheet dated December 31, 1931, re. 
vealed an impressive improvement over 
that of a year earlier, with cash and 
equivalent amounting to $13,752,229 
largest in the company’s history. Total 
current assets amounted to $52,610,230 
or approximately 12 times current lia. 
bilities of $4,328,386 leaving net work. 
ing capital of $48,281,844 against $44. 
262,671. The competitive position of 
‘Penney is such that any improvement 
in general economic conditions should 
be reflected immediately in material 
earnings expansion. In the light of the 
foregoing, the shares should prove a 
profitable commitment over a reason- 
able period, and we advise against dis. 
turbing your holdings. 


ELECTRIC STORAGE BATTERY 
CO. 

Why is Electric Storage Battery cutting 
dividends? I see in the financial columns 
that I will get only 75 cents a share on my 
holdings April 1st. I am beginning to think 
it may be best to sell this stock and buy 
something else. Will, as usual, await your 
reply before deciding—V. M. O., Pater- 
son, 

Consolidated net income of Electric 
Storage Battery Co. and its subsidiary, 
Willard Storage Battery Co., for the 
12 months ended December 31, 1931, 
amounted to $2,770,458, equal to $3.05 
per share of capital stock. This com- 
pares with net earnings of $5,647,300 
or $6.22 a share in 1930. Although 
the company’s products enjoy a diversi- 
fied market, sales to the automotive in- 
dustry accounts for substantially the 
greater part of the company’s business. 
Thus, when consideration is given to 
the sharply curtailed activity of that 
industry during 1931, the above earn: 
ings reduction can be easily accounted 
for. Nevertheless, present indicationsare 
that little, other than seasonal improve- 
ment, can be anticipated in profits for 
the company during the early future. 
Financial condition at the close of last 
year was highly satisfactory, current 
assets amounting to $24,068,135, of 
which $14,983,141 consisted of cash 
and marketable securities against cur 
rent liabilities of only $1,109,907, leav- 
ing net working capital of $22,958, 
228. As a matter of fact, the strong 
financial condition of the company 
should assure maintenance of the pres 
ent $3 dividend rate, for the time be: 
ing, at least. In view of the entrenched 
position in its field and capable man 
agement, Electric Storage Battery 
should fully participate in any recovery 
of general trade conditions, particularly 
in the automotive industry. Inasmuch 
as you have carried your holdings 
through what appears to be the worst 
of the situation, as we see it at the 
present time, further retention would 
appear to be the better course to follow 
at this writing. 
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Watch the Rails 
(Continued from page 663) 





ean 





materially on individual roads and 
for Class 1 carriers as a whole. Only 
a moderately more active buying of 
merchandise by small merchants re- 
sulted in an advance in the less than 
caload movement of that freight 
classification. 

Reverting to other developments 
that are being reflected in the earnings 
for the current quarter, it should be 
noted that in January the 10% sur- 
charges on certain commodities allowed 
by the I. C. C. were in effect. The 
amounts realized by the following 
roads are sufficient to show what such 
an increase means in additional gross 
earnings, even when the volume of 
those commodities moved was as small, 
relatively, as it was in that month. 
Pennsylvania led the list with $570,217 
additional freight revenues, New York 
Central came next with $460,212, 
Baltimore & Ohio was third with $235,- 
000, Chesapeake & Ohio had $151,191, 
Illinois Central $136,340 and Erie 
$112,559. Even roads as small as 
Ontario & Western reported $12,175 
and Norfolk Southern $5,429. 

This money cannot be retained now 
by the railroads earning it but must be 
turned over to the Railroad Credit 
Coiporation toward payment of deficits 
in fixed charges. Eventually it is to be 
returned to the contributing roads and 
at that time should be an item of im- 
portance in the operating revenues of 
the largest contributors. It should be 
repeated that these figures show the 
relatively large returns from a 10% in- 
crease in rates on a few commodities. 

Railway executives say that a gen- 
eral increase of 10% in the volume of 
both freight and passenger business 
would make their earnings statements 
look radically different. Such a degree 
of improvement may come within the 
present year and if it does it is bound 
to be reflected in the prices for rail- 
toad stocks, particularly in those of the 
toads in the strongest financial position. 

The wage reductions were in effect 
during all of February and the higher 
grain rates during the latter part of 
the month. Beginning with March 
these two factors and the freight sur- 
chatges have been at work. The lower 
wages and higher grain rates are bound 
to be shown in the monthly statements 
of earnings. 

By reason of the operations of the 
Railroad Credit Corporation and Re- 
construction Finance Corporation, all 
the railroads needing help. were able to 
meet their fixed charges and other ob- 
ligations on March 1, and some of a 
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In all times of stress 
a strong anchor of safety 
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LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 





Our 1931 Financial Summary 


TOTAL ADMITTED ASSETS December 
31, 1931 , $621,278,133.09 
(Massachusetts Insura 
Standard of Market Valuation) 
INCREASE DURING 1931 37,156,319.68 





Policy Reserve Required by Law. . . . $522,220,800.00 
All other Reserves on 

Policyholders’ Account . 26,260,790.58 
Reserve for Taxes and Sundries... . .  3,277,796.75 
Dividends payable to policyholders in 

MOE toe ns, yk) a nee oe 
Special Reserve for Asset Fluctuation 

and Amortization. ......... 5,000,000.00 
General Safety Fund ...... . . . =43,825,815.93 


TOTAL LIABILITIES $621,278,133.09 





Income Received in 1931 $159,953,290.95 
Paid Policyholdersin 1931. ..... . 87,743,766.56 
Total Paid to Policyholders in 69 Years 769,305,522.00 
Dividends Paid to Policyholders in 1931 —19,585,230.38 


WALTON L. CROCKER 
President. 


Over 370 offices in 37 states and jurisdictions are available 
for the life insurance service offered by this Company 


For information telephone your John Hancock agent 
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THe BacHE REVIEW 


Facts and Opinions Condensed 


Readers of the Review are invited to avail themselves of 
our facilities for information and advice on stocks and 
bonds, and their inquiries will receive our careful atten- 
tion, without obligation to the correspondent. In writing 
please mention The Bache Review. 


Sent for three months, without charge 


J. S. BacHe & Co. 


Members New York Stock Exchange 
42 Broadway New York 

















pressing character in the closing days 
of February. There should be no fur- 
ther railroad receiverships as long as 
these two agencies continue to function. 
So far, loans for approximately $60,- 
000,000 in the aggregate have been ap- 
proved by the Interstate Commerce 
Commission. Applications yet to be 
passed upon represent an aggregate of 
around $60,000,000 also. The Recon- 
struction Finance Corporation is ad- 
vancing money to the Railroad Credit 
Corporation to meet its requirements 
and will continue to do so, at least until 
after March 11, the first date on which 
the Railroad Credit Corporation will 
be in funds regularly from the rail- 
roads. As soon as possible thereafter 
it is expected that the Railroad Credit 
Corporation will assume the loans 
made temporarily by the Reconstruc- 
tion Finance Corporation for the pay- 
ment of deficits in fixed charges. This 
will mean a saving in interest to the 
railroads. 

Earnings, dividend action, financial 
position of individual companies and 
the general outlook for improvement in 
trafic and earnings must be followed 
closely by all who are considering put- 
ting money into railroad stocks. In 
general, however, it may be safely sug- 
gested that purchases, until trafic and 
earnings are materially better, should 
be confined to the stocks of the com- 
paratively few roads, with the best 
management, strongest treasury posi- 
tion and able to make the largest re- 
turns for their shareholders. 





Does First-Quarter Business 
Warrant Market Advance? 
(Continued from page 645) 


may be shaped, first, by an over- 
xealous desire to ease the road for 
Treasury financing; and, second, by a 
desire to stimulate confidence via the 
stock market. These possibilities can 
be better estimated later in the year. 

It is probable that the public has 
been led to expect too much in the 
way of artificial stimulation. The real 
hope lies chiefly in patience. The 
sound value of the present program of 
credit relief is that over a period of 
months it can build up the base for a 
broad turn in the economic trend. 
Any more rapid movement would 
carry the danger of later relapse with 
it. 

Slow Recovery 


In summary, the indications point 
to slow recovery, at best. On the 
other hand, the vast deflation of spec- 
ulative credit, the drying up of liquida- 
tion and three months of stock market 
stability strongly suggest that we have 
reached the valley of depression and 
that any further correction of individ- 
ual stock prices in line with current 
industrial values should not be gen- 
erally unsettling. 

There is no change in this publica- 
tion’s investment attitude. It advises 
continued scale-down accumulation of 
the selected issues previously recom- 
mended, but emphasizes that, in the 
absence of spring business gains, pur- 
chases should be confined to periods 
of substantial price reaction. To this 
may be added the thought that, if in- 
dustrial recovery fails to appear during 
April, there need be no haste in ex- 
panding investment commitments be- 
yond modest limits, retaining buyin 
power on the possibility that the dull 
summer months may provide more at- 
tractive opportunities. 








and there is a moderate acceleration of 
the return flow of hoarded currency to 
the banks. There is convincing evi- 
dence that the long deflation of bank- 
ing credit is being checked, but gen- 
eralization on this question has its 
dangers. Nothing that has yet oc- 
curred suggests a significantly active 
credit expansion. The rate of decline 
of deposits of most banks has materi- 
ally slackened, as has the decline in 
total loans and investments. During 
the past two weeks the Federal Re- 
serve System has moderately expanded 
its purchases of Government securi- 
ties and of bills, and member bank re- 
serve deposits have crept upward. 
That the Reserve is undertaking a 
somewhat more aggressive policy of 
credit expansion is clear, but the de- 
gree of change thus far is too small to 
contribute much information as to the 
longer-term prospect. The two great- 
est dangers are that Reserve policy 
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German Default Hangs in the 
Balance 
(Continued from page 650) 








without working capital, which had to 
be obtained in borrowing abroad. 

It is now apparent that far too large 
a proportion of the loans contracted 
were of the short-term variety, auto- 
matically creating a situation in which 
any sudden demand for repayment 
would inevitably precipitate a financial 
crisis. Since the volume and character 
of short-term loans fluctuate constantly, 
even under normal conditions, esti- 
mates as to the maximum level which 
such loans reached in Germany vary 
greatly. The Wiggin Committee esti- 
mated the total as of December, 1930, 
at $2,450,000,000 and as of July, 1931, 
at $1,900,000,000, of which the United 
States held 37 per cent, Great Britain, 
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20 per cent; Switzerland, 13 per cent; 
and France only 6.5 per cent. The 
total of bankers’ credits involved in the 
first standstill agreement was $1,309, 
000,000. This had been reduced to 
$1,05 1,960,000 when the revised stand. 
still agreement, now in effect, was 
recently adopted. 

The present agreement is a decided 
improvement over the first. Under it 
the schedule of future payments op 
short-term loans is to depend upon the 
transfer capacity of the Reichsbank. 
Determination of what can be paid 
and when is left to an advisory com- 
mittee of representatives of the credj- 
tors who will consult with the German 
financial authorities. This committee 
will exercise, under the authority of 
the government and the Reichsbank, 
general control of all payments on ex- 
ternal debts, within and without the 
standstill agreement. 


Early Debt Payment Impossible 


As long as the German export bal- 
ance follows its present downward 
trend, it is obvious that there is scant 
prospect of any substantial liquidation 
of the remaining short-term credits and 
that any concentrated effort of credi- 
tors to withdraw them would result in 
disaster. 

At the time the Hoover moratorium 
checked the German panic, the Reichs- 
bank was losing gold at a rate which 
would have completely exhausted its 
reserves in another week. Even after 
the panic was halted, a slow seepage 
of reserves continued. As of February 
29, 1932 the Reichsbank’s holdings of 
gold amounted to 928,500,000 marks, 
as compared with 2,285,100,000 a year 
previously. The ratio of gold and of 
foreign currency holdings to the note 
issue was 25.2 per cent, as compared 
with 51.6 per cent a year earlier. 

Given a return of credit confidence, 
of course, there would be nothing 
alarming in the present level of Reichs 
bank reserves. The institution's gold 
holdings at the outbreak of the war 
were only 1,250,190,000 marks. Eng’ 
land for decades has been the foremost 
world banker on a relatively small total 
of gold holdings. 

urrently, there are some indica 
tions of a slight financial improvement 
in Germany, as reflected in the recent 
action of the Reichsbank in reducing 
its discount rate from 7 per cent to 6 
per cent. Decline in gold holdings this 
year has been moderate, the total hav 
ing been reduced from 966,200,000 
marks on January 14 to 928,300,000 
marks on February 6. Since the latter 
date there has been virtually no change, 
and reserves of foreign currency have 
shown a slight gain. 

Germany's long-term external debt 
is estimated at $2,272,000,000, of 
which 55.2 per cent is held in the 
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United States, 11.5 per cent in Great 
Britain, 12.3 per cent in Holland and 
only 5 per cent in France. The total 
long-term and short-term private debt 
at the present time is not in excess of 
$4,300,000,000. In relation to Ger- 
many’s inherent productive capacity 
under normal conditions, and consider- 
ing the fact that her internal debt is 
small, this sum would not appear to be 
a crushing load, regardless of tem- 
rary transfer difficulties. 

Indeed, to blame the present difficul- 
ties upon the private debts would be 
to put the cart before the horse. Ger- 
many’s fundamental credit status is 
intimately and inexorably bound up 
with the larger and more basic prob- 
lem of reparations and, in fact, with 
the supreme problem presented by the 
conflict of nationalistic interests be- 
tween France and Germany. Here 
international politics encroach definitely 
upon economies. As long as this 
puzzle is unsolved foreign investors 
will not soon regain their confidence 
in German credit, nor will Germany’s 
own investors. 

At this writing the German national 
election indicates a notable victory for 
conservatism. It is virtually certain 
that the second election, on April 10, 
will return Von Hindenburg as Presi- 
dent. This is a decisive blow both to 
Hitlerism and Communism. In its im- 
plied promise of sober responsibility in 
the German Government for at least 
seven years to come it is a highly favor- 
able development. Yet it does not 
change Germany’s basic policies of in- 
ternational diplomacy, for on one thing 
all German political parties are agreed 
—and that is that the yoke imposed by 
France in the Treaty of Versailles 
must, by hook or crook, be thrown off 
sooner or later. 

Although Germany has announced 
her inability to pay further reparations, 
it is by no means clear that this is a 
final and unalterable position. As a 
practical expedient, it appears quite 
likely that the present moratorium will 
be extended. It is possible chat later 
negotiations will result in a scaling 
down of reparations, rather than their 
complete elimination. This would 
only be one step toward a real peace 
between France and Germany. It 
would still find German nationalism 
agitating incessantly for freedom to 
regain the pre-war economic, military 
and territorial status as far as this 
would lie within the means and desires 
of the German people. 

On the other side of the picture, 
virtually constituting the irresistible 
force meeting the immovable body, is 
France. Regardless of political changes, 
there has been no fundamental change 
in her policy of nationalism since the 
war. That policy envisages a powerful 
tance and a weak Germany more or 
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nomic recovery. 


New England’s Eggs 
Arefoundin many a basket 


VER a million workers in thousands of industries—most 

of these industries diverse in nature. This is the factor 

that has kept New England—perhaps not depression proof— 
but certainly panic proof. And now New England is reaping 
its reward and bids fair to lead the van of America’s eco- 


Occupying a unique place in the relatively strong 
* New England market, is the Boston Herald-Traveler 
—mighty financial medium—and admittedly the 
only New England newspaper adequately covering 
in a complete way the potential buyers of securities. 


BOSTON HERALD-TRAVELER 


New England’s outstanding financial advertising medium. 




































ECONOMY 


Luxury.... 


Convenience 


THE LEXINGTON HOTEL 
Is located in the heart of the 
Fifth Avenue Hote! Center 
within easy reach of the smart 
mH shops and the new Broadway 


el shows. 

354 55-86 
SUITES, Parlor, Bedroom and Bath 
(One or two rooms) $9, $10, $12 
801 ROOMS. Esch with private 
bath (tub and shower) circulating ice 
water, mirrored doors. 
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LEXINGTON AVE. 


AT 48TH. STREET H ‘@) T E L 


aummummes NEW YORK CITY qu 


Now under direction of Ralph Hitz 
Frank Gregson, Manager 








BABY BONDS 
Initial Interest 


@ 
8% 

Associated Gas and Electric Com- 
pany 8% Eight Year Guaranteed 
Gold Bonds (participating condition- 
ally to 10%) carry initial interest of 
812%. Interest begins immediately 
at 7% on partial payments. 

Earnings available, after deprecia- 
tion, for the fixed interest charges at 
8% per annum are approximately 
nine times requirements on $40,000,- 
000 principal amount of this issue. 

These Bonds are available in reg- 
istered form in denominations of $10 
and multiples thereof and in bearer 
(coupon) form in denominations of 
$100, $500 and $1,000. 


See your Security Dealer 
or write for Circular 


General Utility Securities 
Iscorporated 


61 Broadway New York City 








MARKET STATISTICS 


N. Y. Times -—Dow, Jones Avgs.—, 


40 Bonds 80 Indus. 
Monday, February 29 ......... 66.98 81.44 
Tuesday, March 1 ............ 67.07 81.87 
Wednesday, March 2 ......... 67.29 86.28 
hursday, March $8 ........ 67.5 86.13 
Friday, March 4.........sss00 67.95 86,11 
Saturday, March 5 ............ 68.18 88.49 
i | ee eee 68.35 87.16 
fe eee 68.71 18 
Wednesday, March 9 ......... 68.99 86.94 
Thursday, March 10 .......... 69.00 86.25 
| OS Se 68.56 83.61 
y, Mirvac sae ¥n ce 84.52 


N. Y. Times 
-—-50 Stocks——, 

20 Rails High Low Sales 
36.29 15.29 73,18 880,540 
35.95 74.07 12.96 132,625 
87.34 77.01 1,771,713 
87.46 78.61 76.49 ,730,4 
37.26 78.33 75.70 1,515,932 
38.65 78.91 76.81 1,162,617 
37.74 79.38 17.22 1,583,267 
38.23 79.57 77.68 1,639,493 
37.75 79.44 17. 1,331,550 
87,28 77.92 76.50 1,049,000 
36.10 16.54 14.89 1,258,920 
86.21 15.92 14.77 7, 





less indefinitely. Never has French 
diplomacy veered from this purpose. 
In furthering it France has shaped her 
entire economic program. She has re- 
frained from important financial com- 
mitments in Germany, while to Poland, 
Czechoslovakia and other surrounding, 
buffer states she has advanced more 
than $500,000,000. 

This essential conflict of national 
purpose will necessarily have unfav- 
orable repercussions in the stream of 
world trade for years to come, even 
though the immediate American inter- 
est is confined to the question of 
whether the debts which Europe—and 
particularly England and France— 
owes the United States Government 
are to be paid. It becomes increasingly 
apparent that our debtors intend to 
release Germany only to the extent that 
we release them. Whether the dead- 
lock will be broken by passing the bill 
to the American taxpayer on the 
theory that we can collect private debts 
or public debts but not both, or 
whether solution will be deferred into 
a vague future remains to be seen and 
possibly will be clarified by the coming 
Lausanne Conference. 





Politics and Business 
(Continued from page 677) 








been encouraged by the present ad- 
ministration that we have come to 
accept it as normal. 

The cure for the existing business 
depression is the same as for all pre- 
vious depressions, hard work, reduced 
expenses, and temporarily a lowered 
standard of living. This cure is forced 
on the public by dire necessity; no one 
accepts a lowered standard of living 
willingly, it is only when we become 
convinced that business recovery is far 
distant in the future, that we are will- 
ing to accept the adjustments necessary 
to place us on the road to recovery. 
The suffering and hardship endured by 
many during the depression is the price 
we pay for our prosperous times, there 
is no known way to avoid paying the 
price. 

The various bills now before Con- 
gress are sponsored by men who are 
trying to avoid paying this price. They 
expect the country to lift itself by its 
bootstraps out of the depression by 
main force. They do not seem to 
realize that the money loaned by the 
Government must be paid back some 
day, and during the time that these 
payments are being made, the purchas- 
ing power of the borrower is consider- 
ably curtailed. There has never been 
a time when recovery was made pos- 
sible by business concerns going deeper 
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into debt. No doubt in another year 
or two some of our politicians will 
propose a ‘bill in Congress to cancel 
all the emergency loans made by the 
Government, thus putting additional 
burdens on the taxpayers. 

Even worse than the tendency to 
loan money, is the bill now before 
Congress proposing direct aid to the 
unemployed. Giving money to the 
unemployed will inevitably result in 
more unemployment, which in turn 
calls for more funds. It is surprising 
that some of the most prominent men 
in Congress are supporting this bill. It 
begins to look as if we will have to 
muddle our way out of the depression 
without the Government's help, or in 
spite of the Government.—J. K. 
ADAMS. 








Niagara Hudson Power Corp. 
(Continued from page 665) 





is important in the development of a 
superpower system in the East. Im- 
mediately upon the organization of the 
corporation, plans were made for the 
complete interconnection of subsidiary 
companies and of the system with ad- 
joining systems. Friendly relations 
were established between Niagara 
Hudson Power Corp. and the Consoli- 
dated Gas Co. of New York. Plans 
were also made for the physical connec- 
tion of these two systems and Niagara 
Hudson has practically completed high 
tension lines connecting its system with 


the Westchester Lighting Corp., a sub- 


sidiary of Consolidated Gas. Floyd L. 
Carlisle, chairman of the board of 
Niagara Hudson, now is the chairman 
of Consolidated Gas. Niagara Hudson 
also acquired a large block of Consoli- 
dated Gas of N. Y. capital stock. 
Despite the general distress prevalent 
during 1930 and 1931, the development 
of the Niagara Hudson Power Corp. 
has continued as rapidly and intelli- 
gently as possible. The interconnec- 
tions which have been completed and 
the tie-in with the New York City sys- 
tem will undoubtedly result in many 
operating economies and larger profits 
for both systems. Recent actions of 
the Consolidated Gas Co. indicate also 
the possibility of its complete merger 
with Niagara Hudson Power. 

Another feature of current interest 
is the new schedule of rates now going 
into effect which will enable the con- 
sumer to enjoy automatically a reduc- 
tion in rate as he increases his use of 
electrical energy. 

An analysis of operations for 1931 
clearly suggests economies the more re- 
cent developments will bring about. In 
1931 operating revenues declined 


1.7%, but operating revenue deduc- 
tions declined 4.3%, resulting in an jn. 
crease in Operating income of 1% jin 
1931. This must be considered a favor- 
able showing for a system which has 
spread so much since its organization 
two and one-half years ago. It is also 
reasonable to expect better results for 
1932, inasmuch as the system is only 
beginning to realize on the improve- 
ments of the past two years. 

While continuing with these major 
plans and developments, the system has 
not neglected other steps essential to 
add to its territory and improve its 
service. Illustrative of this are the 730 
miles of rural extensions made by the 
company in 1931 and the increase of 
2,366 rural consumers, the maintenance 
of 94 service stores, which promote the 
use of electrical appliances, thereby in- 
creasing residential consumers. Because 
of unfavorable business conditions, in- 
dustrial power sales have declined but 
the development of this class of con- 
sumer has continued with a reasonable 
degree of success. 

Not only have the sales of manufac- 
tured gas and its by-products been de- 
veloped during 1931, but arrangements 
have been made for obtaining natural 
gas to be mixed with manufactured 
gas. This is being tried out in Syra- 
cuse and has unusual possibilities be- 
cause of its value for heating and power 
purposes. Constructive efforts have 
been made with reasonable success in 
every phase of the company’s business 
and were it not for the unusually low 
level of industrial activity during 1931, 
an increase in operating revenues would 
undoubtedly have resulted. As it is, 
the annual statement for 1931 must be 
considered favorable and __ indicates 
progress of no mean degree. 

At the time the Niagara Hudson 
Power Corp. was organized, prices 
were extremely high for securities and 
the company was able to sell its $10 par 
value common at $25 a share. In view 
of the general deflation, which was par- 
ticularly heavy in utility stocks which 
had sold at 30 and 50 times earnings, 
it is not disturbing that Niagara Hud- 
son dropped from a high of 30 in 1929 
to a low of 6! this year. This does not 
reflect upon the soundness or the future 
of the company. Inasmuch as the ma- 
jority of the properties taken over by 
the Niagara Hudson were secured by 
an exchange of stock, the argument 
that the properties were purchased at 
prices many times their worth, does not 
hold true, because the exchanges were 
made on the basis of the current values 
of the securities at that time. The only 
people who have really lost money are 
the investors who paid cash for the 
stock when it was selling at higher 
levels. At current prices the stock is 
selling at approximately 12 times earn 
ings but its prospects for incre 
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you the latest available facts 


OUR monthly ‘Adjustable Stock Ratings’ are of inesti- 

mable help to all subscribers to THE MAGAZINE OF WALL 
STREET in keeping up to date on all securities in which they 
may be interested and in checking changes in the outlook for 
securities previously purchased. 


Now, more than ever with business turning the corner, you will 
want the guidance of THE MAGAZINE OF WALL STREET supple- 
mented by our “Adjustable Stock Ratings” so that you can— 


—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 
—Know what industries are progressing~-which are declining. 
—Know what companies offer the soundest profit possibilities. 


every month. 











Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 


Our Comments are changed frequently, keeping you up to the 
minute on new developments likely to affect prices. 


Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


—Have all the essential facts all the time. 


Special Advantages 


—Handy Pocket Size. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance 
in judging the future of a company. 

Statistical Data:—You will find the important statistics so 
essential in judging and keeping track of your company—earn- 
ings—price range—dividend information—funded debt—shares 
outstanding—ticker symbols, and latest interim earnings available. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 


sary to every investor. 


These “Adjustable Stock Ratings,” in combination with THE MaGa- 


ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


For a limited time we offer THE MAGAZINE oF WALL Street for one year, including full consultation privileges of our Personal 


Service Department, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year 


(regular price $2.50)—all for 


$9.00. If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


——-——-——-—— —- — Mail This Coupon Today 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is my check for $9.00. 
of the Monthly “Adjustable Stock Ratings.” 


RB-3-19-32 


(Enter) (Extend) my sa'scription to The Magazine of Wall Street for one year (26 
issues) including full consultation privileges of your Personal Service Department and also send me the next 12 issues 


Canadian or Foreign Postage $1.00 additional per year. 





MARCH 19, 1932 

















Bank, Insurance and 
Investment Trust Stocks 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 


Bank of N. Y¥. & Trust Co. (18).. 370 
Bankers (3) 62%, 
Brooklyn (20) 
Central Hanover (7) 
Chase (3 
Chemical 

ty 


Empire ( 
First Natio: 


Manufacturers (2) 

New York (5) 

Public (2) 

United States Trust (70) 


INSURANCE COMPANIES 


) 
Aetna Life (1.20) 
Carolina (1.50) 
Continental (1.60) 
Glens Falls (1.60) 
Globe & Rutgers (20) 
Great American (1.60) 
Hanover (1.60) 
Hartford Fire (2) .. 
Home (2) 
National Fire (2) 
North River (1) 
Stuyvesant (1.50) 
Travelers (22) 


earnings are good. Considering all fac- 
tors the issue appears to be in the buy- 
ing range. The stock of course is sub- 
ject to the risks of all securities having 
an open market, but in its current situ- 
ation can be recommended for retention 
or purchase by those in a position to 
carry common stocks for long term ap- 
preciation. 





Film Industry Adjustment in 
Process 
(Continued from page 657) 








ample, when “Beau Geste’” was done 
some years ago Herbert Brenon took 
two hundred players and extras with 
one hundred and fifty horses to the 
desert near Yuma, Arizona, went into 
camp with them thirty miles from 
town, and stayed three months. The 
new process should eliminate such 
jaunts as that by 95 per cent. 

The studios, by the way, have not 
yet discovered the potential griefs that 
lie in their scenario departments. None 
of the big studios run this department 
at a cost of less than half a million a 
year, exclusive of purchased literary or 
dramatic material. 

Much of the picture grief is due to 
the greed that has placed the big pro- 
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INSURANCE SHARES—(Continued) 
Bid Asked 


United States Fire (2) 20% 22% 
Westchester (2) 24% 


SURETY AND MORTGAGE COMPANIES 


American Surety 
Bond & Mtg. (5) 
Lawyers Mortgage (2.80) 
National Surety 


JOINT STOCK LAND BANKS 


Des Moines 

First Carolina .... 
Lincoln 

Southern Minnesota 
Virginia 


INVESTMENT TRUST SHARES 


Amer. Founders Trust 6% Pfd... 8% 
Do 7% Pfd. 9 
Diversified Trustees Shares A.... 
Do Series B 
Fixed Trust Shares A 
Interl. Sec. Corp. of Amer., Pfd.. 
Do Cum. Pfd. 


a Se ree 
Shawmut Bank 


U. 8, Electric Lt. & Pr. ‘‘A’’.... 
Universal Trust Shares 


ducing companies in the dual role of 
manufacturer and retailer. Not satis- 
fied with earning an excellent profit on 
very mediocre pictures, they wished to 
protect their market for those pictures, 


and not according to merit, so they 


set about buying and operating theaters. 
Several years ago Fox, Paramount- 
Publix—or Famous Players-Lasky as it 
was then—and Warner Brothers be- 
gan to establish their own theaters, 
building or buying. M-G-M as a result 
of its deal with Loew's in 1924 got 
distribution through that group of 
theaters, and RKO came into posses- 
sion of the KeithOrpheum houses. 


Too Many Theaters Today 


The dual role has never succeeded 
in any industry, principally because it 
is unsound, and it cannot succeed in 
motion pictures. Today there are far 
too many theaters, and the talking pic- 
ture has been shown unsuited to the 
great movie palaces seating 5,000 
people. The trouble lies in the differ- 
ence of the rates of travel of sight and 
sound. The Hughes-Franklin chain of 
theaters has gone under. The United 
Artists theaters have generally been 
turned over to Paramount-Publix to 
operate; Fox-West Coast are trying to 
divest themselves of theaters and the 
Warners would like to find a recipe 


for eliminating some of theirs. Un. 
fortunately turning off lights, firing 
help and locking doors, does not also 
stop interest charges on bonds and 
mortgages. Nevertheless, the picture 
makers eventually will have to rid 
themselves of their theaters and pro 
duce and sell their product on its merit. 

What happens next in the picture 
business is dependent on just how fast 
the eliminating process goes on; to what 
extent costs can be cut to meet reduced 
income, and who does it. There are 
men familiar during years with motion 
picture practice and with industrial 
and manufacturing experience as well. 
Hitherto they’ve been sneered at; soon 
they may get their chance to introduce 
sanity into a strabismic industry. 

In closing there’s an amusing inci- 
dent in connection with this article. It 
was taken to the Motion Picture Pro- 
ducers Association for comment. An 
official said in effect the author was 
both ignorant and incompetent. To 
prove the author’s ignorance he said 
that D. W. Griffith spent more than a 
million on “The Birth of a Nation” 
and that he “shot simply barrels of 
film, as everyone knew.” Poor chap! 
He couldn’t have picked a worse ex- 
ample. “The Birth” cost exactly $113, 
000 for its twelve reels, and Billy 
Bitzer, the camera man, exposed just 
over 60,000 feet of film. The lowest 
film exposure I know in Hollywood 
is 120,000 feet per picture at Universal. 

Nevertheless, the movie business in 
Hollywood has taken the tip and is at 
least trying to cut, even if it hasn’t yet 
got within reach of the necessities. 








F. W. Woolworth Co. 
(Continued from page 671) 








par value common stock. Since the 
2VY-for-1 split up of the shares in 
1929, the regular annual dividend rate 
has been $2.40, a sum well within the 
company’s earnings, which, excluding 
special profit on sale of securities, 
amounted to approximately $3.21 per 
share last year. Around its recent 
price of $42, the stock is selling at a 
ratio of approximately thirteen times 
earnings, which is not high for an 
issue of such unusual stability. The 
dividend yield at this price would be 
5.7%. 

On a strict investment basis and 
with the prospect of at least moderate 
appreciation in a better market, the 
stock would appear suitable for scale’ 
down accumulation. As for more 
dynamic long-term possibilities, these 
depend to a major degree upon expan 
sion of Woolworth’s foreign business 
and upon the results of the recent 
change in price policy. 
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Trade Tendencies 
(Continued from page 679) 








email 


cent months. If the flow can be kept 
down to present amounts for a year 
the oil industry would be benefited 
immeasurably. 

Prices of gasoline have receded again 
to about the lows for the entire de- 
pression, and are far below the quo- 
tations ruling a year ago. Oklahoma 
gasoline, f. o. b. refineries, now sells at 
2.75 cents a gallon, although last year 
the price was 4.25 cents. To bolster 
prices the larger refineries have cut 
runs to stills 100,000 barrels daily 
under last year. This has been effica- 
cious temporarily, for stocks of gaso- 
line at refineries are now about 43 mil- 
lion barrels, somewhat less than the 
44 million reported a year ago. Gaso- 
line sales for the first. half of March 
have been low but later the increased 
seasonal demand should be felt. 

Most oil companies, both producing 
and refining, have experienced a very 
trying year. Wasteful production in 
the new East Texas field has disrupted 
the normal course of the business by 
building up huge supplies of crude, re- 
sulting in prices far below the cost of 
producing. Refineries, because of the 
cheap crude stocks available, increased 
operations, and stocks of gasoline piled 
up, finally demoralizing the price struc- 
ture of this product. Although crude 
oil quotations have been firmer during 
the past few months, gasoline prices 
are still around the lows and refinery 
operations have been conducted at 
greatly lowered profits. According to 
reports available to date most oil com- 
panies are likely to report greatly re- 
duced income for the first quarter. 





Machinery 











Industrial Replacements Small 


_A diminishing trend in the demand 
for industrial machinery and equip- 
ment has been evidenced for the past 
two years but in recent months the re- 
cession in new orders has become acute. 
The automobile manufacturers, among 
the largest users of machinery, have 
ttied every device possible to utilize old 
equipment for supplying new models 
this spring. With the automobile in- 
ustry upon low production schedules, 
the already large surplus of machinery 
has been adapted and even new tooling 
has been held down to the minimum. 
Construction has been at low ebb and 
€ requirements for excavating ma- 
chinery have been low. New oil wells 
drilled for the country as a whole have 
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been much fewer than a year ago, and 
the drilling equipment and pipe line 
fabricators have suffered therefrom. 
The railroads have done no substantial 
machinery purchasing in nearly two 
years. A decided swing towards sup- 
plying miscellaneous industrial needs 
with second-hand machines has de- 
veloped recently. 

New orders for various types of ma- 
chinery offer one of the best indications 
as to general corporate earning power. 
Machine tool orders for the first two 
months of this year have been 12% less 
than for the first two months of 1931. 
The January and February orders for 
electric hoists fell 76% below the same 
period of last year. Orders for pumps 
were 46% less than a year ago, and 
new placements for boilers were off 
35%. These representative declines at- 
test to the probability that profits for 
the first several months in the current 
year may range far under even the 
small amounts realized in early 1931. 

Indeed, most concerns are now incur- 
ring heavy deficits. This is especially 


so in the agricultural machinery field | 


where the situation is further compli- 
cated by large amounts of frozen agri- 
cultural promissory notes. Pump manu- 
facturers may suffer slightly enlarged 
deficits for the first quarter. Oil drilling 
supply firms, however, continue to 
make moderate profits as do the better 
managed automobile equipment supply 
firms. Any material upswing in income 
for machinery manufacturers in general 
appears unlikely to be manifested be- 
fore next summer. 








Northern Pacific Railway Co. 
(Continued from page 661) 








time to yield their full benefits. More- 
over, it is not likely that the road's 
trafic will continue for long at its 
present exceedingly low ebb, for surely 
it is safe to assume that although real 
prosperity may be long delayed general 
business can hardly register anything 
but improvement, even should it be 
slight, over the next year or so. For 
example, any greater activity in the 
building industry would immediately 
increase the demand for lumber and 
benefit Northern Pacific; any pick-up 
in steel would be quickly reflected in 
coal and ore shipments; while any bet- 
terment in these lines or in agriculture 
would bring about increased shipments 
of manufactured articles. 

In view of the not unfavorable long- 
term outlook and that Northern Pacific 
is so situated as to be able to resist 
much further adversity, it would seem 
that doubt as to the ultimate worth of 
the company’s senior securities is an 
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The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. dress Keep Posted 
Department, Magazine of Wall Street, 42 
Broadway, New York, N. Y 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


“THE BACHE REVIEW” 

A summary of the general financial and 
business situation, published every week by 
J. S. Bache & Co. In writing mention 
Bache Review. (290). 


A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785). 


PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house invites the purchase of high 
grade listed securities on monthly time pay- 
ments. (813). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


“SOME FINANCIAL FACTS” 
An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 


“A CHAIN OF SERVICE’ 
Describes and illustrates the history and de- 
velopment of the Associated Gas and Elec- 
tric System. (884). 


“ELECTRIC BOND & SHARE COMPANY” 
Full information or reports on companies 
identified with Blectric Bond & Share Co. 
furnished upon request. (898). 


“MAKING MONEY BY DEALING IN MONEY” 
Is the title of an interesting booklet recently 
prepared for distribution by Credit Service 
Associates. Complimentary copy will be 
forwarded upon request. (902). 


“STOCK EXCHANGE SERVICE FOR THE SMALL 
INVESTOR” 
This booklet, published by M. C. Bouvier & 
Co., will be sent upon request. (908). 


“BANKERS BUILDING & LOAN ASSOCIATION” 
Booklet ‘‘A,’’ published by this Association, 
will give you full details regarding an ex- 
cellent safe investment. (909). 


“PROVIDENT PROVIDOR”’ 
The Provident Mutual Life Ins. Co. will be 
pleased to send upon request their latest 
booklet describing this increasingly popular 
plan. (918). 


“TRAVELERS INSURANCE CO.” 
This company has more than fifty forms of 
insurance available. Comprehensive details 
upon request. (914). 


“ENGINEERS PUBLIC SERVICE CO., INC.” 
A full report, including the territory served 
by constituent companies of this organiza- 
tion, mailed upon request. (915). 


SILVER STATE BUILDING & LOAN ASSOCIATION 
Has an investment for you that pays 
5% and 6% and can be bougbt in multiples 
of $100. The record of this investment in- 
dicates ite present worth. Descriptive folder 
will be sent upon request. (916). 
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IMPORTANT ISSUES 
Quotations as of March 11, 1932 


1932 
Price Range 


Recent 
Name and Dividend High Low Price 

Aluminum Co, of Amer 45 

Aluminum, Ltd. 15 

Amer. Cities P. & L. ‘‘B’’... 


Amer. Cyanamid B 
Amer. Lt. & Tr. (2%) 
Amer. & Foreign Pwr. War.. 
Amer, Gas Elec. (1) 

wer 

. “A” (Stk. 

) 

Brazil T, L. & P. (1) 
Central Stat. El 


ors 
Elec. Bond Share (6% stk.).. 
Ford Mot. of Canada A 
Ford Motors, Ltd. 
Goldman Sachs T 


attitude of over-exaggerated pessimism. 
Of course it is barely conceivable that 
the worst befall, but it must be re- 
membered that when these bonds again 
attain a gilt-edged status, their price 
will be considerably higher than it is 
today. 





Solution of Unemployment 
Problems Is Employment 
(Continued from page 659) 





find that business men, particularly 
manufacturers, are getting ready to 
take advantage of the upturn when it 
comes. But in nearly every case I 
learn that their plans have in mind do- 
ing the work formerly done by employ- 
ing less persons.” If that is the situa- 
tion over the country, how can there 
be any upturn worth mentioning? 
Where will the money come from to 
pay for output of the factories? 

Since I was a comparatively young 
man I have been greatly interested in 
the effects of machinery on our social 
and industrial life. In the September 
number of the American Magazine of 
Civics for 1896 appears an article 
which I had submitted on that subject. 
This was in the so-called Grover Cleve- 
land panic. There soon followed such 
a period of indus:rial activity and de 
mand for labor that I was somewhat 
doubtful of the soundness of my con 
tention, and for some time I was not 
certain that what President McKinley 
later said to me was not the saner view, 
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1932 
Price Range 
Name and Dividend High Low 
Gt. A. & P. Tea N. V. (6%). 150 135 
Oil $2u% 
8% 
42 


Mid West. Util. (8% stk.).. 
New England T. & T. (8).... 
Niagara Hudson Power (.40). 
Northern States Pr. A (8).... 
North, States Pr. cu. pfd. (6) 88 
Pennroad Corp. (40 3 
Public Util. Holding Corp. of 


pe’ 

So. Cal. Edison Pfd. (1%)... 

Standard Oil of Ind. (1) 

Standard Oil of Ky. (1.60)... 

Swift Inter. (4) 

Trans Lux. 

United Founders V4 1% 
5% 
1% 

Utility Pwr. & Lt. .......... 3 1% 


that the “sewing machine did not sup- 
plant the seamstress: It simply created 
more dresses.” Yet the thought would 
not down. I am now of the opinion 
that my contention then was basically 
correct. With our capacity to produce 
in a few months all that we could con- 
sume if every one had purchasing 
power to satisfy his every legitimate 
demand in a year, the imperative call 
for correspondingly shortened hours 
must be heeded or there will be no pro- 
tracted prosperity. 


Aristotle said that it was necessary 


to have slaves “in order that we may 
philosophize. Slavery will continue un- 
til the age of the machine which will 
be the last slave.” A rational adjust- 
ment of hours to machine capacity is 
necessary if Aristotle’s prediction is to 
he fulfilled. 
J. M. H. FReperick. 


* * * 


General Foods Corp.: 


Due to the variety of conditions 
among our plants we feel that no one 
formula of a certain number of work 
ing days or hours is feasible. We try 
to prevent unemployment as far as pos- 
sible, and spread work. 

VERNE BURNETT, 
Vice President. 


* * * 


Union Carbide & Carbon Corp.: 


This entire subject is having the very 
careful consideration of our Industrial 
Relations Department. 

W. M. Bearp, 


Treasurer 


Plan Demands 
Broad Co-operation 


Your article of February 20th, “What 
Is Causing the Fear Psychology,” was 
read by me with a great deal of inter- 
est, and I am in hearty accord with the 
sentiments expressed therein. Particu- 


‘larly as to the remedy offered to meet 


the serious crisis of unemployment, 
viz., the 7-hour day, 5 days a week. 

In a national crisis, such as this, 
would it not be the part of wisdom to 
corral public opinion behind a plan 
similar to the one above in order to get 
the greatestnumber of workingmen hav- 
ing dependents back on the jobs in the 
shortest possible time. Since the Amer: 
ican Federation of Labor has gone on 
record as favoring this plan, it seems 
to me that the American Legion, the 
Manufacturers’ Clubs and others should 
do likewise. I understand the Ameri 
can Legion has set up the mechanism 
necessary to attempt a solution of the 
unemployment situation, and _ they 
should willingly join in a movement on 
a national scale, and co-operate to the 
fullest extent in securing its adoption. 
After having secured sufficient endorse: 
ments from all the necessary organiza: 
tions required to make it a success, the 
fullest possible publicity should be given 
the matter to crystallize public opin: 
ion in its favor. When this is accom: 
plished, pressure should be brought to 
bear on official Washington to back up 
a program to the limit, Congress au 
thorizing the President to issue a proc: 
lamation, or pass an emergency measure 
to insure its general adoption wherever 
practicable, giving the Department of 
Labor full authority to secure its adop- 
tion. An emergency exists as great as 
we had during the War, and therefore, 
unusual measures should be taken. 

The above is only a general outline. 
The important thing is to get the full: 
est possible co-operation in the shortest 
time necessary. America has the honor 
and reputation of having met every 
other trial and difficulty successfully. 
so let us meet this new challenge and 
carry on a crusade if necessary to ac 
complish it. 

B. C. CREMERING, JR. 





The Industry That Revives 
When Other Business Lags 


(Continued from page 673) 





———— 





debts continues, there is little prospect 
of this and the most important single 
fundamental in the production of the 
metal is likely to continue definitely fa 
vorable 

: But after all there is little meaning 
to economic arguments pro and con © 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





an ir 
in th 
cepte 
it is 

who 

self | 
mean 
plain 
a fer 
ama 
was t 
to be 
to d 
thous 
stron 
flouri 
hing 
could 
huma 
that | 
the a 
erty. 

assun 
sidere 
thing 
loss i 
specu 
route 
subse 
shore 
man ° 
—jus 
of thi 
try ¢ 
every 
tion. 

help 1 
some 

Ing of 


far as the average man and gold are 
concerned. It is the romance which 
attracts him just as it always has in the 
ast. He should, however, remember 
that gold has been the subject of ter- 
rific promotions in days gone by. Those 
in whom the urge to purchase a gold 
mining interest is irresistible will do 
well to confine their commitments to 
something well within their means. 
And at the same time make every effort 
to satisfy their craving through an 
established company which has demon- 
strated its capabilities, whose ore re- 
serves are known to be reasonably 
large, and whose capitalization bears a 
reasonable relation to its size. Such a 
course is likely to prove a far less ex- 
pensive indulgence than the search for 
a new El Dorado. 








Speculation 
(Continued from page 647) 








ing is an essential part of all business— 
an integral factor in speculation which, 
in the best sense of the word, is an ac- 
cepted practice of all people. In fact, 
it is the very essence of life. Those 
who dream of abolishing speculation it- 
slf have no proper conception of the 
meaning of the term. Their view is 
plainly distorted by adverse times. On 
a ferryboat the other morning I heard 
aman opine to his neighbor that there 
was too much speculation and “it ought 
to be stopped even if it was necessary 
to do away with all stocks.” Al- 
though a total stranger, the urge was 
strong to tell him that speculation 
flourished long before man knew any- 
hing of stocks and that few forces 
could be ranked as more powerful in 
human progress than this speculation 
that he was ready to condemn even at 
the absurd expense of abolishing prop- 
erty. For what is speculation but the 
assumption of a recognized and con- 
sidered risk in order to achieve some- 
thing so desirable that the possibility of 
loss is overshadowed. Columbus was a 
speculator when he sought the short 
route to India, so was every soul who 
subsequently followed him to these 
shores. The speculator represents the 
man who came over on the Mayflower, 
—Jjust as he personifies the trail blazer 
of the West. Every city in this coun- 
try grew by somebody’s speculation, 
every industrial plan rises as a specula- 
tion. True, science and experience 
help to reduce the risk but it persists in 
some degree. The speculation, the tak- 
ing of a well considered chance, is there. 

The farmer is of necessity a specu- 
lator in every crop. What is more he is 
obviously often a short-selling specu- 
lator. He sells his unripe grain or 

(Please turn to page 698) 
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FINANCIAL NOTICES 








Dividends and Interest 


Public Service Corporation 
of New Jersey 
Dividend No. 99 on Com- 


mon Stock 
Dividend No. 53 on 8% 


Cumulative Preferred Stock 
Dividend No. 


Dividend No. 15 on $5.00 
Cumulative Preferred Stock 


The Board vf Directors of Public 
rvice ation of New Jersey has 
declared dividends at the rate of 8% 
a annum on the 8% Cumulative Pre- 
erred Stock being $2.00 per share; at 
the rate of 7% per annum on the 7% 
Cumulative Preferred Stock, being $1.75 
per share; at the rate of $5.00 per an- 
num on the non par value Cumulative 
Preferred Stock, being $1.25 per share, 
and 85 cents per share on the non par 
value Common Stock for the quarter 
ending March 31, 1932. All dividends 
are payable March 31, 1932, to stock- 
holders of record at the close of busi- 
ness, March 1, 1932. 
Dividends on 6% Cumulative Pre- 
ferred Stock are payable on the last 

day of each month. 
. W. Van Middlesworth, Treasurer. 


Public Service Electric and 
Gas Company 


Dividend No. 31 on 7% 
Cumulative Preferred Stock 
Dividend No. 3 on $5.00 
Cumulative Preferred Stock 


The Board of Directors of Public 
Service Electric and Gas Company has 
declared the regular quarterly dividend 
on the 7% and $5.00 Preferred Stock of 
that Company. Dividends are payable 
March 31, 1932, to stockholders of 
record at the close of business March 


“1 W. Van Middlesworth, Treasurer. 

















WARD BAKING 
CORPORATION 


New York, March 3, 1932 


A quarterly dividend of one and three- 
quarters percent (134%) on the Pre- 
ferred Stock of this Corporation has 
been declared, payable on April 1, 
1932, to stockholders of record at 
the close of business March 17, 1932. 


JOHN M. BARBER, Treasurer 














ILLINOIS POWER and LIGHT 
CORPORATION 


6% Cumulative Preferred Stock Dividend 


The regular quarterly dividend on the 6% 
Cumulative Preferred Stock of the Company, for 
the quarter ending March 31, 1932, amounting to 
$1.50 ae share, has been declared, payable April 
1, 1932, to stockholders of record March 10, 1932. 


$6 Cumulative Preferred Stock Dividend 


The regular Fm A dividend of $1.50 per 
share on the $6 Cumulative Preferred Stock of the 
Company, for the quarter ending April 30, 1932. 
has been declared, payable May 2, 1932, to stock- 
holders of record April 9, 1932. 


CLEMENT STUDEBAKER, JR.. 


President 
D. H. HOLMES, 
Secretary 


Endicott Johnson Corporation 
Dividend No. 52 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and 2 Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
April 1, 1982, to stockholders of record as at the 
close of business March 18, 1932. 





Checks will be mailed by Irving Trust Company. | 


Dividend Disbursing Agent. 
MAURICE E. PAGE, Secretary. 
March 7, 1932. : 





GENERAL MILLS, INC. 


PREFERRED 
STOCK 
DIVIDEND 


March 1, 1932. 


Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend of 
$1.50 per share upon preferred stock of the com- 
pany, payable April 1, 1932, to all preferred stock- 
holders of record at the close of business March 14, 
1932, Checks will be mailed. Transfer books will 
not be closed. 


(Signed) K. EB. HOMPHREY, Treasurer. 


Goip Mena Frour 
why not now? 














AMERICAN WATER WorKS 
ax LECTRIC (OMPANY 


INCORPORATED 
(of Delaware) 
NOTICE OF DIVIDEND 


A regular quarterly dividend of 
seventy-five cents (75¢) a share, payable 
in cash, on the common stock of the 
Company, has been declared payable 
May 2, 1932 to common stockholders of 
record at the close of business on April 
8, 1932. 

The Com y has been advised by 
the Voting Trustees that as to Common 
Stock deposited under the Voting Trust 
Agreement dated January 2, 1931, this 
dividend will be paid on May 2, 1932, 
to holders of Voting Trust Certificates of 

at the close of business on April 
8, 1932. 











W. K. Dunsar, Secretary. 





























Q.C.£, 


AMERICAN CAR AND FOUNDRY 
COMPANY 
PREFERRED DIVIDEND No. 132 

There has been this day declared a divi- 
dend of oneand three-quarters percent (134%) 
on the Preferred Stock of this Company, 
payable Friday, April 1, 1932, to stockholders 
of record at the close of business Tuesday, 
March 15, 1932. 

Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York. 

G. R. SCANLAND, Vice-President 
H. C. WICK, Secretary 
New York. March 1, 1932, 


THE UNITED LIGHT 
AND POWER COMPANY 


BANKERS BUILDING 
CHICAGO, ILLINOIS 





The Board of Directors of The United Light and 
Power Company has declared the following divi 
dend on the stock of the Company: 

A quarterly dividend of $1.50 a share on the 
$6.00 Cumulative Convertible First Preferred 
Stock, payable April 1, 1932, to stockholders of 
record at the close of business on March 15, 1932. 


Stock transfer books will not be closed. 
L. H. HEINKE, Secretary. 
Chicago, March 1, 1932. 
THE WESTERN UNION TELEGRAPH CO. 
New York, March 8th, 1932. 
DIVIDEND NO. 252 
A dividend of ONE PER CENT on the ‘apita) 


| Stock of this Company has been declared, payable 
| on the 15th day of April next, to stockholders of 


record at the close of business on the 18th day 
of March, 1982. . 
: The transfer books will remain open 


G. EK. HUNTINGTON, Treasurer. 
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THE PARADOX OF PLENTY 
By Harper LEECH 
Whittlesey House 


MONG the scores of books which 
have been written seeking the 
causes and remedies for the un- 

fortunate economic predicament in 
which we now find ourselves, The 
Paradox of Plenty, from the pen of a 
business journalist, distinguishes itself 
by a viewpoint which is at once 
both refreshing and thought-provoking. 
Whether or not the reader is a close 
student of economics or merely seeking 
a responsible and convincing discus- 
sion, he will find Mr. Leech’s book 
pregnant with new thoughts and con- 
clusions forcefully presented. A com- 
petent journalist, the author contents 
himself in the main with reporting 
facts and he has marshalled them in 
such a manner as to make his few 
prophesies seem easily within the realm 
of possibilities. Virgil Jordan, an emi- 
nent economist, has given the book his 
“academic benediction” and admits 
that Mr. Leech has invaded the econo- 
mists’ territory and finds aspects of it 
which they have overlooked. 

Minus the usual musty reflections 
and accompanied by significant com- 
ments, the book reviews the agricul- 
tural and industrial eras and brings 
the reader swiftly to our current 
dilemma. According to Mr. Leech, we 


(Continued from page 697) 
unpicked fruit. He contracts to de- 
liver so many dozen eggs—yet unlaid. 
Perhaps he ventures further into short 
selling, to better his chances or pro- 
tect himself against price changes, by 
buying future contracts in those com- 
modities where a free market enables 
him to do it. 

The manufacturer is a speculator 
whenever he buys raw material. He 
is a short seller every time he contracts 
to sell the output of his equipment. 
Every merchant takes a considered risk 
when he buys a bill of goods which he 
hopes to sell at a better level. 

The monuments to the initiative, 
courage and adventurous instinct of the 
speculator can be seen in every hamlet 
and city in this country. In Europe 
where the people are crowded in and 
bereft of the freecom which we enjoy, 
the masses find it difficult to eke out 
an existence except by terrific labor 
and extreme thrift. Even there the 
speculative instinct finds an outlet and 
in a far less desirable form than in this 


are experiencing a second industrial 
revolution which began about 1910. 
Like the first revolution, which began 
with the discovery of steam, the second 
began with the practical application of 
a new energy—electrical power. Mr. 
Leech believes that the outstanding 
reason for the failure of the industrial 
era to bring the prosperity which was 
expected was the concentration of 
population in centers close to the 
source of power. This necessitated 
huge capital expenditures for all man- 
ner of transportation facilities and the 
activity of these media carrying raw 
materials and finished goods from one 
point to another tended to create the 
illusion of industrial wealth. 

The salvation of over-concentration, 
according to the author, lies in the 
vastly greater mobility of electric 
energy. He envisages nation-wide 
transmission lines bringing a gradual 
de-centralization of industry and the 
restoration of community prosperity 
and well being. Power and not ma- 
terials will be transported, and our 
cities of the future will harbor a 
diversity of industry and be largely 
self-contained. It is but a step, there- 
fore, for Mr. Leech to visualize a 
self-contained nation independent of 
foreign trade. Throughout the book 
the author provides many interesting 


citations and analogies in support of 


his contentions.—C. H. O. 


country; for it is typified by Govern- 
ment lotteries, sweep-stakes and com- 
mercialized casinos and resorts which 
offer the opportunity to play upon 
unadulterated chance. 

Speculation, as we know it, is on a 
higher plane. To us it is by no means 
synonymous with gambling. It cannot 
be, for in its better sense it is a part 
of the everyday life of each one of us. 
We take it as a matter of course. 
Only in its excesses do we deign to 


“recognize its existence. Is it not, there- 


fore, the more intelligent policy to 
be guided by human nature and 
harness this speculative instinct, rid it 
of its abuses, control its excesses, but 
preserve its greater usefulness. Our 
current experience with prohibition, 
with all of, the evils it has brought in 
its train to detract from the fine motives 
back of it, is example enough of the 
fallacy of going to extremes in aboli- 
tion by legislation. We must free our- 
selves of ‘emotional judgment in ap- 
praising the practices which result 
from elementary human traits. 


Facts, News and 


Comments 


On the occasion of his eightieth birth. 
day, employees of the Puro Filter 
Corp., recently presented A. M. 
Sloss, executive vice-president, with an 
electric clock as a token of their high 
regard. Mr. Sloss founded the business 
in 1904 as the Centadrink Filter Co, 
and has since been continuously associ- 
ated with it. 

* * & 

L, E. Zacher, president of the three 
Travelers insurance and indemnity com- 
panies, said recently, “Life insurance, 
unlike some other forms of property, 
instead of adding to or intensifying the 
woes of the public during a period of 
economic readjustment, ministered to 
many and provided relief and comfort 
to scores of persons who had exhausted 
all other means.” Giving emphasis to 
this remark is his statement that the 
three Travelers companies, during 
1931, paid in cash to policyholders and 
their beneficiaries $113,771,821, the 
largest sum they have ever disbursed in 
one year. 

* * * 

Likewise, in the report of the 
directors of the John Hancock Mutual 
Life Insurance Co. there appears this 
statement, “What would have been the 
situation in the country but for these 
life insurance associations and their ac 
cumulated reserve funds from which 
proceeded in 1931 the payment of an 
average of approximately fifty millions 
of dollars per week to policyholders 
and their beneficiaries all over the 
country, may be better imagined than 
described.” The company itself paid 
to policyholders and their beneficiaries 
during 1931 over 87 million dollars. 

* * #* 


Directors of the Financial Adver- 
tisers Association have voted to accept 
the invitation, extended by Edward A. 
Hintz in behalf of .the local chapter of 
the Chicago Financial Advertisers, to 
hold the 1932 annual convention of 
the organization in Chicago. 

* * & 

The association of American Trustee 
Share Corp., distributor of Diversified 
Trustee Shares, Ross, Pratt & Co., dis: 
tributor of Standard All-America 
Trust Shares, and Standard American 
Corp., distributor of Standard Ameri 
can Trust Shares marks the first con: 
solidation of merchandising effort 
among the major fixed investment trust 
groups. 

* * * 

Howard F. McConnell of the New 
York Stock Exchange firm of H. F 
McConnell & Co. sailed recently on the 
Conte Grande for a month's trip to the 
West Indies. 
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A Complete Financial Library 


in Il Volumes 


on modern security trading and investing. Written in a concise, easily under- 


‘a as are standard books published by THE MAGAZINE OF WALL STREET 


standable, manner they give you the result of years of research and successful 
market operation—the foremost tried and proven methods and the important funda- 
mental principles which you can apply to your individual needs. 


(No. 1) Fourteen Methods of Operating 


in the Stock Market 
some of the 


Presents in detail the actual methods used b 

most successful forecasters of market conditions showing 
the factors that, in their opinion, cause a rise or decline in 
security values, 


(No. 2) 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often ‘are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 4) 


Contains the ten Cardinal Trading Principles that you must 
employ if you are to make consistent profits in your market 
operations. Provides you with a complete knowledge of 
stock market technique. 


(No. 5) How to Make Big Profits from 
Seasoned Securities 


Aims to give a working knowledge of the many and various 
phases of investment and the underlying principles governing 
the selection of sound securities. Considers many investment 
angles and methods of security analysis. 


(No. 6) How to Invest for Income and Profit 


Explains the fundamental principles essential to profitable 
investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


You and Your Broker 


Studies in Stock Speculation 





Individual Price of 
Each Book .... $2.25 
When Sets of 2 or 
More Books Are 
Ordered. Each. . $1.50 











THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


PLEASE send me your complete library of 11 Standard 
Books on Security Trading and Investing. 
1 $15 Enclosed. (JC. O. D. $15. 


March 19 


(No. 7) How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE MAGAZINE oF WALL STREET base their judg- 
ment in the selection of securities, 


(No. 8) Financial Independence at Fifty 
Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independent. 


Shows how to budget your income; to save; the kind of 
insurance most profitable, etc. 


(No. 9) Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 10) Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it Is made. Bridges 
many danger spots which otherwise could be avoided only 


through costly experience. 
(No. 11) The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


fusely illustrated with charts, graphs and tables, replete 
They are all 


richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a hand dditi to any library. 


with practical examples and _ suggestions. 


| The entire 11 books are uniform in size and style, pro- | 








Special Offer 


Complete Library of 
Entire 11 Books. $15 











Ail orders outside of the Continental U. S. A. 
must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting 
$2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 
oO$ Enclosed. OC. O. D. $ 


CC] Please mail me, without obligation, your descriptive book circular. 

















“Wou like them FRESH 


So do It” 


You don’t have to tell the woman who 
has switched to Camels the benefits of 2 
fresh cigarette. 

She knows all about it—that’s the rea- 
son she stays switched. 

She has learned that the fine, fragrant, 
sun-ripened choice tobaccos in Camels 
have a perfectly preserved delicate mild- 
ness all their own. 


She knows by a grateful.throat’s testi- 


mony what a relief this smooth, cool, 
slow-burning fresh cigarette means to 
sensitive membrane. 


Camels are fresh in the Camel Humidor 
Pack because they are made fresh, fresh 
with natural moisture and. natural flavors 
— they are never parched or toasted. 


If you don’t know what the Reynolds 
method of scientifically applying heat so 
as to avoid parching or toasting means to 
the smoker — switch to Camels for just 
one day—then leave them—if you can. 


R. J. REYNOLDS TOBACCO COMPANY 
Winston-Salem, N. C. 


“Are you Listenin’?” 


R. J. REYNOLDS TOBACCO COMPANY’S COAST-TO-COAST RADIO PROGRAMS 
Camel Quarter Hour—Columbia Broadcasting System 


Prince Albert Quarter Hour— National Broadcasting Company Red Network 


See radio page of local newspaper for time 


© 1932, R. J. Reynolds Tobacco Company 


@ Don't remove the moisture-proof wrapping from 
your package of Camel. after you open it. The Camel 
Humidor Pack is protection against perfume and pow- 
der odors, dust and germs. In offices and homes, even 
in the dry atmosphere of artificial heat, the Camel 
Humidor Pack can be depended upon to deliver fresh 
Camels every time 


FRESH—Kept FRESH 








